INTERIOR DEPARTMENT APPROPRIATIONS FOR 1953 


TUESDAY, MAY 13, 1952 


Unirep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room F-82, 
the Capitol, Hon. Carl Hayden, chairman of the subcommittee, pre- 
siding. 

Present: Senators Hayden and Cordon. 

Senator Haypen. The commitee will be in order. 

We are very pleased to hear you, Mr. Branch. 


SOUTHEASTERN POWER ADMINISTRATION 
CONSTRUCTION OF TRANSMISSION LINES 


STATEMENT OF HARLLEE BRANCH, JR., PRESIDENT, GEORGIA 
POWER C0., ACCOMPANIED BY CHARLES A. COLLIER, VICE PRESI- 
DENT, GEORGIA POWER CO. 


CLARK HILL-AUGUSTA LINE 


Mr. Brancu. Mr. Chairman, my name is Harllee Branch, Jr. I re- 
side in Atlanta, Ga., where I have lived all my life. I am president 
of the Georgia Power Co. I am appearing here today, as I did last 
year, in support of a proposal which has been submitted i in behalf of 
the Georgia Power Co. and its associated companies of the Southern 
Co. group, for the purchase and delivery of power from Federal 
reservoir projects to preference customers elnberes they may be lo- 
cated in our respective service areas. I appear in support of that pro- 
posal at this time, as I did last year, in the firm conviction that this 
proposal would carry out all directives and policies of the Congress for 
the distribution of Federal reservoir power to preference customers, 
and will do it in such manner as to make wholly unnecessary any ap- 
propriation whatever for transmission facilities, tielines, or ‘other ap- 
purtenances anywhere in our service areas. 


OPPOSITION TO LINE 


Therefore I appear in opposition to a request of the Southeastern 
Power Administration for an appropriation in the fiscal year of 1953 
of $479,000 intended to be used for the construction of a 24-mile 115- 
kilovolt line extending from the Clark Hill project to a point near 
the city of Augusta, Ga., within the service area of the Georgia Power 
Co. 
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CONTRACT NEGOTIATIONS 


T appeared before your committee a year ago to report on our efforts 
to reach an agreement with the Department of Interior for the de- 
livery of electric power produced at Clark Hill and other Federal 
reservoir projects to preference customers in the service areas of the 
Georgia Power Co. and its associated companies. 

I stated at that time that under our proposal we would purchase 
any and all power from these projects which the Department of the 
Interior might allocate to our respective service areas, paying what- 
ever price the Government might fix for this power at the ag 
That we would take this power into our system, increase the firm 
power by interconnection, and after due allowance for line and trans- 
formation losses deliver an equivalent amount of firm marketable 
power to the preference customers in our territory, regardless of how 
far they might be from‘the projects, for prec isely the same price set: 
by the Government at the pojects plus “bare bones” handling cost, 
without any profit to our own companies. 

I told you then, and T reaffirm it now, that our proposal will make 
possible the delivery of power produced at federally financed reser- 
voirs to preference customers more cheaply than any other type of 
contract ever proposed. 

I understand the Southeastern Power Administrator has recently 
claimed that this is not true, and that the preference customers would 
receive power more cheaply under the form of wheeling contract in- 
sisted upon by his agency. I shall answer his contention more fully 
in a moment, but at this time I want to assert in plain and simple 
language, without any confusion or detail, so clearly that no one can 
misunderstand me, that our proposal provides the cheapest, and the 
most advantageous and favorable method of getting this power to the 
preference customers yet devised by anyone in or ourside of Govern- 
ment. I challenge anyone to successfully dispute this fact, and we 
would welcome an engineering and economic comparison of our pro- 
posal with any other negotiated by the Department of the Interior 
or any of its marketing agencies. 

Our proposal does not. require the expenditure of a penny of Fed- 
eral funds for the construction or maintenance of transmission and 
other facilities. It does not involve the payment of any Govern- 
ment moneys for firming the reservoir power with power from other 
sources on our extensive and efficiently interconnected system. Most 
importantly of all, it will make the power from the Government reser- 
voir project immediately available to any or all preference customers 
wherever they may be located in the service area of the Georgia Power 
Co., embracing many thousands of square miles, thus assuring the 
widest possible distribution of this power to the greatest possible 
number of preference customers at the lowest possible cost, all con- 
sistent with sound business principles as directed by the Congress 
in section 5 of the Flood Control Act of 1944. 

Senator Haypen. Let me ask you, will there be power produced at 
Clark Hill or in any ultimate development that may take place suffi- 
cient to supply the needs of all of the preference customers in your 
area ? 

Mr. Brancu. Our studies indicate, Mr. Chairman, that there will 
not be sufficient power produced at Clark Hill to supply the present: 





INTERIOR DEPARTMENT APPROPRIATIONS, 1953 117] 


needs of the existing REA cooperatives in our service area, assuming 
the allocation of that power, as we understand it, one-half to the 
State of Georgia, and certainly it will not be sufficient to supply the 
rapidly growing needs. In a moment I want to get to what our 
company proposes to do for the benefit of the preference customers in 
supplying this deficiency at a very low cost to them. 


GOVERN MENT CONTROL OF POWER 


In addition to what I have already said regarding our proposal, I 
would like to point out that it would preserve complete control over 
this power in the hands of the Federal Government, since the Depart- 
ment. of the Interior would designate by name the preference cus- 
tomers to receive the power, the amount of power to be received by 
each, and the price to be paid for such power by the preference cus- 
tomers. It would also permit the Federal Government to reserve or 
withdraw any or all of this power at any time, upon reasonable notice, 
for its own use or for direct service to any preference customer who 
might elect to buy the power directly from the Government, thereby 
completely eliminating any possibility of monopoly by our company. 
I wish to underscore that fact. 


POWER RATES 


Our proposals would not only assure the lowest possible rates to 
the preference customers, as I have previously indicated, but it pro- 
vides for the interconnection of the Federal reservoir projects with our 
own numerous and efficient generating plants, thereby substantially 
increasing the amount of firm marketable power which could be made 
available from these Government projects. By way of illustration our 
proposal would, in the case of the Clark Hill project, increase the firm 
marketable power available to the State of Georgia from an estimated 
265,800,000 kilowatt-hours annually to an estimated 306,600,000 kilo- 
watt-hours. That is an increase of more than 15 percent in an average 
water year, and the increase would be more than 40 percent in a low 
water year. 


PREFERENCE CUSTOMERS 


Under our proposal this increase in firm marketable power would 
be made available to the preference customers. In other words, Mr. 
Chairman, our proposal would not only assure the preference cus- 
tomers receiving the firm power inherent in the Federal Reservoir 
projects at the lowest possible cost, but it would make available to 
them, at the same price, a large additional amount of firm power 
through interconnection of the projects with our own system. 

Finally, our company would agree—and this relates the point upon 
which you questioned me a moment ago—to supply the total present 
and future power needs of the preference customers in excess of the 
firm marketable power available from the reservoirs at a price equiva- 
lent to that which these customers would have enjoyed if they had 
purchased their total power requirements from our company. 

At the time of my testimony last year, I was asked what price we 
would expect to receive for making these benefits available to the 
Federal Government and the preference customers. I think the mem- 
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bers of your committee were a little surprised when I assured you that 
our charge for handling and delivering this power to the preference 
customers would be less than one-half mill per kilowatt-hour, after 
allowing for line and transmission losses. 

Several members of your committee seemed to find it difficult to 
believe that any private utility would agree to render such services at 
such an unusually low cost. At least two members of your committee 
commented that if other companies were to offer such a splendid pro- 
posal as that offered by us, there would be no use in the Federal Gov- 
ernment building or maintaining any transmission facilities. 


HANDLING CHARGE 


I am happy to report to you today that the price actually to be 
charged by our company for the handling of this power in the manner 
I have indicated is only slightly above one-quarter of a mill per kilo- 
watt-hour. We are willing to make these numerous benefits available 
to the preference customers at this low cost for one reason in particu- 
lar, and I want to make that reason abundantly clear. Long ago our 
company dedicated itself to the promotion, to the improvement, to the 
assistance of the so-called preference customers in our service area. 
We have devoted much time, many services without charge, and have 
expended millions of dollars in assisting these customers in the devel- 
opment of their systems and in the development of their markets. 

Senator Haypen. Are those preference customers almost univer- 
sally rural electrification co-ops ? 


SERVICE TO MUNICIPALITIES 


Mr. Brancu. In our State they would be predominantly electric 
membership cooperatives, or, as sometimes referred to, REA coop- 
eratives. There would also be, if they desired to avail themselves of it, 
a group of municipalities who purchase power from us, as do the 
cooperatives, and distribute the power at retail within their corporate 
limits. 

Senator Haypren. About how many of those municipalities are 
there ? 

Mr. Brancu. We today have in the service area of the Georgia 
Power Co. 37 electric membership cooperatives. We are serving them 
at 115 delivery points. We have 44 municipalities of the character I 
have indicated. In addition to that we are furnishing, under a three- 
party voluntary agreement, power to an independent utility in the 
southern part of our State, the Georgia Power & Light Co. We fur- 
nish the company the power which they are in turn making available 
to six additional electric membership cooperatives and six municipali- 
ties in their service area. Thus, the total number of those two classes 
of preference customers now receiving their total power requirements 
from our company—and historically receiving their requirements 
from our company—totals 43 electric membership cooperatives and 
50 municipalities. 


COOPERATION AIM OF COMPANY PROPOSAL 


Just before your question I was undertaking to explain—because 
I think it is a source of some wonder to some people in the light of 
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revalent wheeling charges and transmission fees being paid by the 
Departinent of the Interior and their marketing agencies for trans- 
mission of power to preference customers—how and w hy our company 
should be willing to undertake this rather remarkable proposal.. I said 
we were willing to do it, and desirous to do it because of a tradition- 
ally friendly and cooperative attitude existing between our company 
and these so-called preference agencies in our territory. I want to 
say to you that we not only have sought to assist, but we have stead- 
fastly admired and cooperated with these agencies in the development 
of their business, because we thought that they were doing a sound 
job for the economy of our State. 

Our relations with those agencies were established long before the 
Southeastern Power Administration was created by the Congress. 
When it was created we came to a fundamental decision that we would 
seek in every legitimate and proper way to maintain these historical 
customer relationships and, in order to do so, that we would forego 

and profit in the handling of this power in their behalf. 

Some of the members of your committee last year seemed surprised 
that such an offer had been rejected by the Southeastern Power Ad- 
ministrator, and you asked whether I knew the reasons for that rejec- 
tion. I told you then that the only reason given to us for the rejection 

was that our proposal did not, in the opinion of the then Administra- 
tor, conform to the statutory requirements and Department of the 
Interior policy. 

I pointed out that it had been claimed by the Administrator that the 
preference customers had to become customers of the Federal Govern- 
ment, in his opinion, notwithstanding the excellent relationships which 
had existed between our company and those customers over a long 
period of years. 

I then undertook to point out that the position taken by the Admin- 
istrator was not supported by the Federal law. Some of the members 
of your committee were perhaps a little skeptical on this point at the 
start but, after a full discussion of our proposal in the light of the 
Federal statutes, you appeared to agree that there was nothing in the 
law requiring the Federal Gov ernment to take over and serve directly 
the long-standing customers of our company. 


ACTION ON 1952 APPROPRIATION 


At the conclusion of the discussion on this point last year, one of 
the members of your committee remarked as follows, and I quote: 

Mr. Branch, I will have to back up. Under that language (referring to see. 
5 of the Flood Control Act of 1944), your contract would answer the requirements 
of the law in my opinion. 

T want to say that that opinion not only conforms to the opinion we 
have long entertained, but it conforms also with the opinion of inde- 
pendent counsel to whom we have submitted the facts and requested 
opinions regarding our proposal. 

At the conclusion of the hearings last year, your committee declined 
to recommend the appropriation of any funds for the construction 
of lines or other facilities in our service area. That action was in 
harmony with the action previously taken by the House of Repre- 
sentatives and its Committee on Appropriations. Your action was 
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subsequently confirmed by the membership of the Senate. Your 
action taken last year was reaffirmed and reconfirmed by the action 
taken this year by the House Committee on Appropriations and by 
the House membership, and you are now being requested to reverse 
those previous adjudications and to restore an appropriation for the 
line that I have mentioned, a line which is wholly useless, wholly 
unnecessary, wholly wasteful of money and critical materials, for the 
reasons that I have indicated. This fact I would now like to develop 
in a little more detail. 

Before doing so, I should like to say that we took your comments 
as they appeared in your committee report last vear, and your denial 
of any appropriations for duplicating transmission facilities in our 
area, to be a directive that we should continue our negotiations with 
all possible dispatch, and I want to tell you that we have done so. 
This was done with the Division of Power of the Interior Department 
in Washington. The negotiations at this high level were carried 
forward with the knowledge of the Secretary of the Interior. Rep- 
resentatives of our company held frequent conferences with high- 
ranking officials and engineers of the Department of the Interior, and 
we were advised that these negotiations were constantly communicated 
to all interested branches of that Department. Our proposal was 
subjected to close scrutiny, and in the course of the negotiations sug- 
gestions for numerous changes in our first draft were made by rep- 
resentatives of the Interior Department on the basis of their engineer- 
ing and marketing views. Many of these suggestions were accepted 
by us, and were reflected in a detailed and definitive draft of the 
contract which was finally completed by representatives of the De- 


partment of the Interior and our company on September 11, 1951. 


DRAFT OF PROPOSED CONTRACT 


We have here today, and would like to make available to the com- 
mittee, although I presume that it is too bulky to be incorporated 
in the printed record, a copy of that very detailed and definitive draft 
of contract. : 

Senator Haypven. I think it better go in the record. 

Senator Corpon. I appreciate the fact that the chairman takes 
that view. It is a different approach to this whole problem, Mr. 
Chairman, and I think it should be put in the record where we can 
have it. 

Mr. Brancu. I appreciate the opportunity of putting it in. 

(The document referred to is as follows :) 


CONTRACT EXECUTED BY THE UNITED STATES OF AMERICA, DEPARTMENT OF THE 
INTERIOR, ACTING BY AND THROUGH THE SOUTHEASTERN PoWER ADMINISTRATOR, 
AND GEORGIA POWER Co. 


REVISED DRAFT OF SEPTEMBER 11, 1951 


This contract, executed ————,, by and between the United States of America 
(hereinafter called “the Government”), Department of the Interior, acting by 
and through the Southeastern Power Administrator (hereinafter called “the 
Administrator”), and Georgia Power Co., a corporation organized and existing 
under the laws of the State of Georgia (hereinafter called “the company’), 

Witnesseth, that 

Whereas the Secretary of the Interior is authorized by section 5 of the Flood 
‘Control Act of 1944 (16 U. S. C., 1946 ed., sec. 825s) to transmit and dispose of 
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electric power generated at reservoir projects under the control of the Department 
of the Arnty not required in the operation of such projects, and the Secretary 
of the Interior has by departmental order No. 2558, dated March 21, 1950 (15 F. R. 
190), delegated to the Administrator his authority under said section 5 with 
respect to projects then or thereafter constructed in the State of Georgia ; and 

Whereas the company is a privately owned public utility engaged in the busi- 
ness of selling electric power to the general public and owns and operates gen 
erating plants and transmission and distribution systems in the State of Georgia ; 
and 

Whereas the Department of the Army is now constructing in and adjacent to 
the territory served by the company a certain Federal multiple-purpose reservoir 
project for flood control, stream regulation, navigation and power, located on the 
Savannah River approximately 18 miles north of Augusta, Ga., known as the 
Clark Hill Reservoir project (referred to herein as “the project) ; and 

Whereas under the provisions of section 5 of the Flood Control Act of 1944 
aforesaid, it is provided that the Secretary of the Interior, in disposing of avail- 
able power from such a project, should do so according to the following provisions : 

1. Preference in the sale of such power, “shall be given to public bodies and 
cooperatives.” 

2. The power shall be sold on “fair and reasonable terms and conditions to 
facilities owned by the Federal Government, public bodies, cooperatives, and 
privately owned companies.” 

3. Disposition of the power shall be made “in such manner as to encourage 
the most widespread use thereof at the lowest possible rates to consumers 
consistent with sound business principles.” 

4. The rate schedules at which the power is to be disposed of by the Govern- 

ment shall be confirmed and approved by the Federal Power Commission. 
5. “Rate schedules shall be drawn having regard to the recovery * * * 
of the cost of producing and transmitting such electric energy, including the 
amortization of the capital investment allocated to power over a reasonable 
period of years.” 

6. The Secretary of the Interior is authorized to construct or acquire, “from 
funds to be appropriated by the Congress * * * only such transmission lines 
and related facilities as may be necessary in order to make the power and energy 
generated at said projects available in wholesale quantities”; and 

Whereas it is recognized by the parties hereto that substantial benefits can 
result from the integration of said Federal reservoir project with the existing 
interconnected power system of the company, such benefits including but not 
being limited to the following: 

(a) A material increase in the amount of firm power marketable from said 
project as a result of supplementing the project’s generation with generation 
from the company’s steam generating capacities. 

(b) A substantial existing market in the large area served by the company for 
surplus secondary and seasonal energy generated at this project is afforded by 
the company’s interconnected power system. 

(c) A substantial existing market in this area for surplus peaking capacity is 
afforded by the company’s system ; and 

Whereas the company can, and is willing through integration to so utilize its 
firming capabilities and markets for surplus peaking capacity and surplus 
energy ; and 

Whereas the parties hereto have agreed upon a plan which is embodied in this 
contract, whereby each and all of the aforesaid provisions may be fully complied 
with so that (a) public bodies and cooperatives may not only obtain the benefit 
of such available power at whatever price advantage may be offered under said 
act, but in addition, such public bodies and cooperatives may obtain any addi- 
tional power required from the company; (b) any power not used by said prefer- 
ence customers will be used to serve other customers of the company thereby 
providing for the sale of the entire available output of the project; and (c) there 
will be a widespread use of such available power by public bodies, cooperatives 
and others at the lowest possible rates consistent with sound business principles ; 
and 

Whereas the Administrator agrees to advise the company in writing of his 
designation of any preference customer who is to receive benefits under this 
contract, together with the amount of project power assigned to such customer, 
and the company in turn agrees that it will enter into individual contracts with 
such designated preference customers under which they will be entitled to the 
benefits provided for them by this contract; and 
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Whereas, the parties hereto desire to sell and purchase such available power 
on the terms and conditions hereinafter set forth: 

Now, therefore, in consideration of the premises and of the mutual terms and 
obligations hereinafter set forth, the Administrator and the company agree as 
follows: 

SCOPE OF CONTRACT 


1. This contract shall apply to electric power delivered to the Secretary of the 
Interior from the project and in turn sold and delivered by him to the company 
under this contract, it being -the intent of the parties to provide herein: the 
basis of a comprehensive and long-range plan to make effective the purposes 
of the Congress as expressed in section 5 of the Flood Control Act of 1944 as to 
such project. 


ELECTRIC POWER TO BE FURNISHED BY THE GOVERNMENT TO THE COMPANY 


2. When the project becomes operative the Government will sell and deliver, 
and the company will purchase and receive, at the points of delivery hereinafter 
described, 50 percent of all electric capacity and energy available from the 
project, except as hereinafter provided; and provided further that the Govern- 
ment may withdraw such capacity and energy at a monthly load factor not 
greater than 35 percent, in amounts not exceeding 10,000 kilowatts in any one 
calendar year only on 6 months’ written notice, and in greater amounts only 
on 3 years’ written notice, to the company in advance of the date upon which 
such withdrawal is to become effective. 


FIRM MARKETABLE POWER 


3. (a) Firm power available from the completed project that is to be assigned 
and delivered to the company is equal to 70,000 kilowatts at approximately 35 
percent load factor. This firm power as increased by energy from the company’s 
interconnected system is hereby agreed by the parties hereto to be 70,000 kilo- 
watts at 50 percent load factor and is herein referred to as firm marketable 
power. Such firm marketable power less energy losses shall be the amount of .- 
power available for preference customers. 

(b) As the project becomes operative the firm marketable power shall be 
determined as 30,000 kilowatts per generating unit available for operation and 
assigned to the company until capacity equivalent to three such generating units 
have been so assigned, after which the firm marketable power shall be 70,000 
kilowatts for the remainder of the contract except for power reserved or with- 
drawn by the Government as provided under section 6. 


RATES AND CHARGES 


4. (a) Firm marketable power.—The company shall pay the Government at 
the rate of SO cents per kilowatt per month for 70,000 kilowatts, or such por- 
tion thereof as is made available to the company in accordance with the pro- 
visions of paragraph (0) of article 3, and the company shall pay the Government 
8 mills per kilowatt-hour for all energy received from the project up to a maxi- 
mum equivalent to 50 percent load factor during any month. 

(b) Interim power.—In event the Government elects to commit and deliver 
more than 50 percent of the firm electric capacity and energy available from the 
project to the company on a temporary basis, the company agrees to accept 
and pay for such increased deliveries by increasing proportionately the quanti- 
ties of capacity and energy specified under paragraphs (a) and (d) of this 
article 4; provided, however, that such temporary capacity and energy may 
be withdrawn by the Government in amounts not exceeding 10,000 kilowatts in 
any one calendar year on 6 months’ written notice, and in greater amounts only 
on 3 years’ written notice, to the company in advance of the date upon which 
such withdrawal is to become effective. 

(c) Peaking capacity—The Government agrees to commit and provide addi- 
tional capacity for use by the company as such capacity becomes available at 
the project and the company agrees to purchase and pay for such capacity at the 
rate of 50 cents per kilowatt month; provided, however, that such additional 
eapacity to be purchased by the company shall not exceed 60 percent of the 
capacity made available to it under paragraphs (a) and (b) of this article 4. 
The Government agrees to make additional capacity available for the generation 
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of secondary energy to the extent such capacity is available at the project from 
time to time at 2 cents per kilowatt-day. 

(d) Secondary energy—The company agrees to pay for energy received from 
the project in excess of that provided for under paragraphs (a) and (b) of this 
article 4 at the rate of 3 mills per kilowatt-hour for the first 10 million kilowatt- 
hours per month, at the rate of 2 mills per kilowatt-hour for the next 10 mil- 
lion kilowatt-hours per month, and at the rate of 1 mill per kilowatt-hour for 
all other energy received; provided, however, that the receipt of more than 
20 million kilowatt-hours per month of secondary energy shall be at the option 
of the company. 

(e) A charge per hour per generating unit adequate to compensate the Gov- 
ernment for the energy used in operating the generators as condensers as pro- 
vided in article 15. Such charge shall be determined by mutual agreement from 
operating tests made after the units have been installed or from factory test data. 


DISPOSITION OF FIRM MARKETABLE POWER 


5. (a) The company agrees to sell and deliver within its service area to the 
preference customers designated by the Administrator who have contracted with 
the Government and the company, an amount of power equal to the firm mar- 
ketable power, as defined under article 3, less an allowance for transformation and 
transmission losses. After deducting 10 percent for energy losses and after off- 
setting losses in capacity by the diversity between the 30-minute integrated 
demands of the preference customers served under this contract, the firm mar- 
ketable power available for delivery to preference customers is agreed to be 
equal to a total of 70,000 kilowatts of undiversified 30-minute integrated demand 
of the customers at a maximum monthly load factor of 45 percent. 

(b) Preference customers shall be as defined in section 5 of the Flood Control 
Act of 1944, subject however to the following limitations as to delivery of power: 

To be entitled to receive electric power at any delivery point under this contract, 
a preference customer other than a municipality or a cooperative must have a 
demand of not less than 500 kilowatts at that delivery point while a municipality 
or cooperative must have a demand at such delivery point of not less than 100 
kilowatts; except that where in order to provide a delivery point for a munici- 
pality or cooperative the construction of transmission lines of any substantial 
length is required, the company shall not be obligated to construct such lines at 
its expense where the demand of such customers is less than 200 kilowatts. 

(c) The Administrator shall advise the company in writing of his designation 
of any preference customer under this contract and of the maximum amount of 
power, in kilowatts of capacity and the load factor assigned to such customer. 
Until receipt of such written notice, the company shall be under no obligation 
to treat any customer as a preference customer under this contract. The arith- 
metical sum of all such assignments to preference customers by the Administrator 
shall not exceed the amount of capacity and energy available for sale to pref- 
erence customers as provided in paragraph (@) of this article 5. 

(d@) All preference customers designated by the Administrator will execute a 
special contract with the company. Each such special contract between the 
preference customer and the company shall run concurrently with the contract 
between the Administrator and said preference customer, but in any event, for a 
period of not less than 5 years, 

(e) The rate to be charged preference customers by the company for firm 
marketable power shall be 84 cents per kilowatt per month plus 3.50 mills per 
kilowatt-hour. 

(f) Should the power requirements of any preference customer in any month 
exceed the amount of power assigned to that customer by the Administrator, the 
company will supply such excess at a price per kilowatt-hour which the com- 
pany’s regular applicable rate for the service, applied to such customer’s total 
capacity and energy use in that month, would have earned. 


RESERVATION OR WITHDRAWAL OF POWER BY GOVERNMENT 


6. (a) Subject to the provisions of article 2 hereof. the Government shall have 
the right to reserve or withdraw electric capacity and energy generated at the 
project to supply service over its own facilities to any preference customer, or 
customers, within the service area of the company when requested to do so by 
such customer, or customers. 

(b) In event the Government reserves or withdraws firm capacity and energy 
exclusive of interim power in accordance with the provisions of paragraph (a) 
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of this article 6, the kilowatts of firm marketable power specified in articles 3, 4, 
and 5 hereof shall be reduced by the kilowatts of capacity reserved or withdrawn. 


DEFICIENCY OF PROJECT ENERGY AS RESULT OF SCHEDULING BY COMPANY 


7. (a) When as a result of scheduling by the company as provided under 
article 9, project generation is insufficient to supply capacity and energy re- 
served or withdrawn by the Government in accordance with the provisions of 
article 6 or the company’s prorata share of energy required in the operation of 
the project such deficiency shall be supplied from company sources. 

(b) Energy supplied to the Government in aecordance with the provisions 
of paragraph (a) of this article 7 shall be deducted from energy delivered to the 
company by the Government and the remainder shall be used in determining 
the monthly billing to the company hereunder. In event there is a net delivery 
of energy to the Government by the company during any month, the Govern- 
a shall pay the company for such energy at the rate of 3 mills per kilowatt- 

our. : 


SALE OF FIRMING ENERGY TO GOVERNMENT 


8. The company agrees to supply to the Government from company sources 
energy to supplement capacity and energy reserved or withdrawn by the Govern- 
ment under the provisions of article 6 so as to increase the load factor of the 
reserve or withdrawn capacity from 35 percent to 50 percent and agrees to 
supply energy when, as, and if available from its generating plants or purchase 
sources to supplement project generation assigned for ultimate use outside the 
company’s service area. Energy supplied by the company shall be paid for at 
the incremental cost to the company of generating or purchasing such energy 
plus 15 percent for transmission and transformation loses plus 1 mill per 
kilowatt-hour. 


PROVISIONS FOR SERVICE 


9. (a) Subject to such regulations as to the maximum and minimum release 
of water from the project reservoir for flood control and stream regulation as 
may be established from time to time by the Corps of Engineers, Department 
of the Army, and subject to the provisions of articles 15 and 18, the Govern- 
ment will operate the project in such manner as to generate that portion of the 
project output assigned to the company’s service area (including a prorata 
part of the energy required in the operation of the project) at such times and 
in such quantities as may be scheduled by the company and which are within 
the capability of the project to produce; and will deliver such energy (less the 
aforesaid prorata part of the energy required in the operation of the project, and 
less any energy which may be delivered over Government facilities directly to a 
preference customer located within the company’s service area) to the compnany 
at the voltage of the company’s high tension lines where connected in the project’s 
switchyard. 

(b) The company will schedule the operations of the project, as provided 
above, in such way as to make the most effective use of the available equip- 
ment and reservoir storage capacity, such use to be governed by the follow- 
ing considerations : 

(1) Obtaining maximum generation at the project during periods when 
natural stream flows are low. 

(2) Providing maximum benefits to downstream plants. 

(3) Obtaining maximum energy generation at the project during peak 
periods. 

(4) Obtaining maximum total generation at the project. 

(c) To the extent of the generating capacity which the Government deter- 
mines to be available to the company, the company shall schedule the gener- 
ation of energy to utilize all of the company’s share of water which the Corps 
of Engineers requires to be released from the reservoir. In the event water 
is wasted at the project due to departure by the company from current oper- 
ating schedules, which departure is not attributable to an uncontrolled force 
as defined in article 18, a regulation established by the Corps of Engineers, 
Department of the Army, referred to above, or to action of the Government 
permitted by article 15, the company shall pay the Government for the electrical 
energy equivalent of the company’s share of water so wasted at a rate mutually 
determined to be appropriate. 
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(@) Electric power supplied hereunder by either party hereto will be three- 
phase alternating current at a nominal frequency of 60 cycles per second. 


PEAK PERIOD 


10. (a) Under this contract, the peak period shall be the 100 hours of each 
7-day week designated by the company. All other time shall be the off-peak 
period. Energy delivered during any peak period shall be known as peak 
energy. Energy delivered during any off-peak period shall be known as off- 
peak energy. 

(b) The company hereby designates the hours between 7 a. m,. and 12 p. m., 
eastern standard time, during the 5 days, Monday through Friday, inclusive, 
and from 7 a. m. to 10 p. m., eastern standard time, on Saturday, as being the 
peak period for initial operation under this contract. The company shall have 
the right to change the peak period hours from time to time at intervals of 
not less than 6 months by giving the Government 10 days’ prior written notice 
of such change. 


MEASUREMENT OF ELECTRIC POWER 


11. The electric power delivered hereunder to the company and to the Gov- 
ernment will be measured by metering equipment to be furnished, installed, 
and maintained by the Government. The company may, if it so desire, install 
check meters. All meters shall be sealed and seals shall be broken only upon 
occasions when the meters are to be inspected, tested, or adjusted and repre- 
sentatives of the parties shall be afforded reasonable opportunity to be present 
on such occasions. The Government meters shall be tested at reasonable in- 
tervals upon request by the company and at least once each year. Any meter- 
ing equipment found to be defective or inaccurate shall be repaired and re- 
adjusted or replaced. If any of the meter test provided for in this article dis- 
close that the error of any meter or meters exceeds 2 percent, correction, based 
upon the inaccuracy found, shall be made of the records of electric service 
since the beginning of the billing month immediately preceding the billing 
month during which the tests were made, except that no correction will be 
made for a longer period than such inaccuracy may be determined to have 
existed. Should a meter or meters fail to register, the electric power delivered 
hereunder during such period of failure to register shall, for billing purposes, 
be estimated from the best information obtainable. 


BILLING AND PAYMENT 


12. (a) Bills for service each month under the terms of this contract shall 
be mailed by the Government to the company on or before the tenth day of 
the succeeding month and shall be payable on or before the last day of the month 
in which the bill is presented, herein referred to as the “payment date.” There 
shall be added, as liquidated damages, interest of one-half of 1 percent to any 
undisputed amount remaining unpaid on the first day of the month next suc- 
ceeding the “payment date” and an additional one-half of 1 percent shall be 
added on the first day of each succeeding month on the remaining past due and 
unpaid balance until the account is paid in full. Should the company fail to 
pay any bill when due in accordance with the provisions of this paragraph and 
paragraph (c) of this article 12, the Government shall have the right to dis- 
continue service upon 15 days’ written notice and to refuse to resume service 
as long as part of any overdue amount remains unpaid. Such discontinuance 
shall not relieve the company of liability for charges during the period service 
is discontinued, 

(b) Any correction in billing resulting from a correction of metering records 
as provided in article 11 shall be made in the bill for the month in which the 
meter test resulting in the correction was made. 

(c) In the event of a dispute concerning the correctness of any bill, or any 
part thereof, rendered pursuant to paragraph (a) of this article, the company 
shall pay the undisputed portion of such bill on or before the “payment date” 
and shall inform the Government in writing of the nature of the claim of error. 
If the representatives of the company and the representatives of the Govern- 
ment designated by the Administrator cannot agree with respect to such dis- 
puted bill within 60 days after the bill was first received by the company, the 
company shall either pay the amount in dispute under protest or present to 
the Administrator a written statement of the proper amount which the com- 
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pany alleges it owes, with a request that the Secretary of the Inerior or his 
designee make a finding as to the proper amount of such disputed bill. The 
company shall make payment in accordance with the finding of the Secretary 
of the Interior or his designee, within 15 days after receipt of such finding. 
However, in making such payment the company shall not waive any right it 
may have to proceed to a judicial determination of the correctness of the amount, 


FACILITIES TO BE PROVIDED BY THE COMPANY 


13. (a) The company shall provide a high-voltage transmission line or lines of 
adequate capacity to receive that portion of the output of the project made avail- 
able to the company, from a suitable point on the company’s existing transmis- 
sion system to connect with the high-voltage bus in the switchyard of the project. 
The Government will, without charge, grant to the company all necessary ease- 
ments across property of the Government and all necessary permission to enable 
the agents of the company to carry out this contract and construct and main- 
tain its lines and circuits in and at all places required by the company and owned, 
leased or controlled by the Government. Protective equipment for this line or 
lines, other than that planned for installation by the Corps of Engineers, shall 
be provided by and installed by or at the expense of the company. Communica- 
tion equipment other than public communication system telephone (which will be 
provided at the expense of the Government) shall be supplied by the company 
and installed by or at the expense of the company. Space will be provided for 
facilities necessary to be installed by the company in the switchyard or power 
plant at the project. Load-control equipment to permit the use of the project's 
power plant in the regulation of the company’s system and which would not 
otherwise be required shall be supplied and installed by or at the expense of 
the company. Such load-control equipment shall be as specified by the company 
and approved by the Government. 

(b) Any part of the equipment listed in paragraph (a) which is installed by 
or at the expense of the company shall be maintained by or at the expense of the 
company and shall remain the property of the company. Reasonable time for 
removal of such equipment by the company will be allowed at the termination of 
the contract. Any costs arising out of such removal shall be paid by the company. 
At the option of the Government such equipment may be purchased by the Govern- 
ment at a reasonable price to be mutually agreed upon at the time. The Govern- 
ment also gives the company the right at all times by its duly authorized agents 
and employees, to enter the premises of the Government at all reasonable times, 
for the purpose of keeping in repair or removing its own wires, reading meters, 
and performing any other work incident to this contract. 


COORDINATION OF SYSTEM CONSTRUCTION, OPERATION, AND MAINTENANCE 


14. The Government and the company shall coordinate the construction, opera- 
tion, and maintenance of their respective power systems in a manner which wil? 
not interfere with any service supplied from the power system of either party. 


CONSTRUCTION, OPERATION, AND MAINTENANCE OF GOVERN MENT’S FACILITIES 


15. The Government will not be required to operate any generating unit at a 
load which, in the judgment of the Corps of Engineers, will result in excessive 
deterioration of facilities. The company may schedule the operation of the gen- 
erators at no load as condensers at a charge as provided in article 4 (e). The 
Government shall maintain the power plant in good operating condition at all 
times unless prevented by uncontrollable forces. The Government may remove 
facilities from service for maintenance, repairs, replacements, installation of 
equipment, investigations, and inspections. Except in case of emergency, the 
Government will give the company reasonable advance notice of such removal 
from service and, insofar as possible, will so schedule removals as not to interfere 
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with service to the company. The work necessary to restore the facilities to 
serviceable condition will be performed with diligence. 


LIABILITY 


16. Unless such claim shall arise because of their negligence, neither the com- 
pany nor its oflicers, agents, or employees shall be liable for any claim arising 
from the construction, operation, or maintenance of the facilities of the Govern- 
ment under this contract. Unless such claim shall arise because of their negli- 
gence, neither the Government nor its officers or employees shall be liable for any 
claim arising from the construction, operation, or maintenance of the facilities 
of the company under this contract. 


TRANSFER OF INTEREST IN CONTRACT 


17. No voluntary transfer of this contract or of the rights of the company 
hereunder shall be made without the written approval of the Administrator: 
Provided, That any successor to or assignee of the rights of the company, whether 
by voluntary transfer, judicial sale, foreclosure sale, or otherwise, shall be sub- 
ject to all the provisions and conditions of this contract to the same extent as 
though each successor or assignee were the original contractor hereunder: And 
provided, further, That the execution of a mortgage or trust deed, or judicial or 
foreclosure sale made thereunder, shall not be deemed voluntary transfers 
within the meaning of this article. 


UNCONTROLLABLE FORCES 


18. Neither party shall be considered to be in default in respect to any obliga- 
tion under this contract if prevented from fulfilling such obligation by reason 
of uncontrollable forces. For the purposes of this contract, the term “uncon- 
trollable forces” means any cause beyond the control of the party affected, 
including, but not limited to, failure of facilities, flood, backwater caused by 
flood, earthquake, storm, lightning, fire, epidemic, war, riot, civil disturbance, 
labor disturbance, sabotage, and restraint by court or public authority, which 
by exercise of due diligence and foresight such party could not reasonably have 
been expected to avoid. Either party rendered unable to fulfill any obligation 
by reason of uncontrollable forces shall exercise due diligence to remove such 
inability with all reasonable dispatch. 


WAIVERS 


19. Any waiver at any time by either party hereto of its rights with respect 
to a default or any other matter arising in connection with this contract shall 
not be deemed to be a waiver with respect to any subsequent default or matter. 


NOTICES 


20. Communications under this contract shall be addressed by the company 
to Bb. W. Creim, Administrator, Southeastern Power Administration, Elberton, 
Ga., and by the Government to BE. C. Hammond, secretary, Georgia Power Co., 
Electric Building, Atlanta 3, Ga. Hither party may, at any time, by written notice 
change the person, or the address of the person, to whom it wishes communications 
addressed. 


OFFICIALS NOT TO BENEFIT 


21. No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
therefrom, but this restriction shall not be construed to extend to this contract 
if made with a corporation or company for its general benefit. 
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APPROVAL OF RATES BY FEDERAL POWER COMMISSION 


22. It is understood that all charges for power and energy delivered by the 
Government under this contract are subject to approval and confirmation by the 
Federal Power Commission, and that the Government will not deliver power under 
this contract until such rates are so approved and confirmed. 


APPROVAL OF AND TERM OF CONTRACT 


23. This contract shall become effective upon approval by the Secretary of the 
Interior, and shall remain in effect for a term of 15 years after the date of 
initial delivery of power unless sooner canceled by either party upon written 
notice given not less than 3 years in advance. The date of initial delivery here- 
under shall be the date on which the Government is prepared to deliver energy 
from at least one of the generating units. The Government shall give the 
company reasonable advance notice in writing of such date. 


APPROVAL BY THE GEORGIA PUBLIC SERVICE COMMISSION 


24. This contract shall not be binding upon the company until it has been 
approved by the Georgia Public Service Commission, and it shall not be binding 
on the Government unless said approval is in form and substance satisfactory 
to the Government and the company is so notified in writing. 


CONTINGENT UPON APPROPRIATIONS 


25. The liability of the Government under this contract is made contingent upon 
the appropriation by the Congress of the funds required by the Government to 
perform its obligations under the contract. If, during the period covered by the 
contract, the necessary funds are not appropriated, the company hereby releases 
the Government from all liability for failure to perform its obligations under the 
contract. 


LEGAL REMEDIES 


26. No provision of this contract shall be so construed, as to abridge, limit, or 
deprive either party of any means of enforcing any remedy either at law or in 
equity, for breach of any of the provisions of this contract. 

In witness whereof, the parties hereto have caused this contract to be executed 
the day and year first above written. 

UNITED STATES OF AMERICA, 
DEPARTMENT OF THE INTERIOR, 
By ————- -———., 
Administrator, Southeastern Power Administration, Elberton, Ga. 
JEORGIA Power Co., 
By — ——- 
Attest for Georgia Power Co.: 
By 
Approved, 


———_—_- —+_—., Secretary of the Interior. 


SUMMARY OF CONTRACT PROVISIONS 


Mr. Brancu. We have also, to facilitate an analysis of the contract, 
a brief and condensed summary of its provisions, and would like to 
make it available to the committee, and for the record, if it is the 
judgment of the chairman that it should be done. 

Senator Haypen. That will be done. 

(The document referred to follows :) 


CONDENSED SUMMARY OF PROVISIONS OF DRAFT OF DEFINITIVE CONTRACT 


(a) Government assigns one-half of the total capacity and energy available 
from Clark Hill for ultimate use in the service area of the company. 

(b) Government delivers to company firm power amounting to 70,000 kilowatts 
at approximately 35 percent annual load factor. Company pays 80 cents per 
kilowatt per month for such capacity plus 3 mills per kilowatt-hour up to 50 
percent load factor in any month. 
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(¢c) Company supplies firming energy at such times and in such quantity as 
to maintain 50 percent load factor on 70,000 kilowatts at the reservoir project. 

(d) 70,000 kilowatts at 50 percent load factor is defined as firm marketable 
power. Company sells to designated preference customers all the firm mar- 
ketable power less losses. It is agreed this shall amount to 70.000 kilowatts of 
undiversified customer demand at 45 percent load factor on secondary side of 
customer's transformer stations. The preference customer pays 84 cents per kilo- 
watt per month plus 3.5 mills per kilowatt-hour for the power delivered to him 
up to the amount of firm marketable power assigned to him. 

(e) Preference customers are as defined in section 5 of the Flood Control Act of 
1944. To be eligible to receive Clark Hill power the preference customer will 
enter into an agreement with the SEPA Administrator, who in turn authorizes 
the company to deliver a specified quantity of such power to that customer, the 
aggregate of such assignments not to exceed the total available to preference 
customers stated in (d) above. 

(f) Upon receipt of such designation, company signs a contract with the pref- 
erence customer for his entire requirements, the amount assigned that cus- 
tomer by the Administrator being billed as in (d@) above, the remainder, if any, 
being billed at the average rate resulting from applying the company’s regular 
rate for the class of service involved to that customer’s total requirement in that 
month. 

(7) If available Government may supply to conipany at Government option 
firm power in excess of 70,000 kilowatts, at rates quoted in (Db) above. 

(h) Government may withdraw firm power hitherto supplied to company under 
(b) or (7) above, in amounts not exceeding 10,000 kilowatts in any one calendar 
year upon 6 months’ written notice, or in greater amounts upon 8 years’ notice. 

(i) Government supplies on-peak capacity over and above the total firm ca- 
pacity of the project to company when available, and company accepts such 
capacity in quantities not to exceed 60 percent of the firm capacity currently 
being received under (0) and (7) above, at a price of 50 cents per kilowatt per 
month. Further additional capacity for the generation of secondary energy may 
be purchased by company at 2 cents per kilowatt per day. 

(j) Hnergy which may be available in any month in excess of 50 percent load 
factor of the firm capacity currently being supplied company is defined as second- 
ary energy. Company agrees to absorb 20 million kilowatt-hours per month of 
secondary energy, at a rate of 38 mills per kilowatt hour for the first 10 million 
kilowatt hours, and 2 mills per kilowatt hour for the next 10 million kilowatt 
hours, plus additional quantities at company’s option at 1 mill per kilowatt 
hour. 

(k) Government has the right to serve a preference customer direct upon 
request by such customer, in which event the amount of firm marketable power to 
be delivered by the company to the preference customers will be reduced accord- 
ingly. Since power for such service comes out of the firm marketable, it carries 
with it its proportionate part of firming energy supplied by company. 

(1) Company is given the right to schedule the delivery of all power cur- 
rently assigned for use in company’s service area, within the requirement of the 
Corps of Engineers as to release of water, ete. Should company scheduling 
result in project generation being insufficient to supply capacity and energy 
reserved or withdrawn by the Government in accordance with (k) above, or the 
company’s prorata share of energy required in the operation of the project com- 
pany supplies the deficiency on exchange basis. 

(m) Energy to increase to 50 percent the load factor of project firm capacity 
assigned for use outside company’s service area, will be supplied by company 
when, as, and if available, at the incremental cost of such energy to the com- 
pany, plus 15 percent for losses, plus 1 mill per kilowatt-hour. 


Mark-up by Georgia Power Co. for delivery of power to preference customers 
under the definitive contract draft of September 11, 1951, between the Depart- 
ment of the Interior and the Georgia Power Co. for Clark Hill power 


Annual cost of firm marketable power : 
Capacity : 70,000 kilowatts at $9.60 per kilowatt-year $672, 000 
Energy: 806.6 million kilowatt-hours at 3 mills (includes 265.8 

million kilowatt-hours purchased from Government and 40.8 
million kilowatt-hours furnished by company) 919, 800 


1, 591, 800 
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Annual gross receipts from preference customers for firm marketable 
power: 
Capacity : 70,000 kilowatts at $10.08 per kilowatt-year $705, GOO 
Energy: 275.94 million kilowatt-hours at 3.5 mills (equivalent to 
306.6 million kilowatt-hours less 10 percent for transformation 
and transmission losses) 965, 790 


ae tan did cari SSS Sains wes te clk sae, --.... 1, 671, 390 


Thus, the mark-up wiil be $1,671,390 minus $1,591,800, which is $79,590, or 5 
percent. This barely takes care of the actual cost and does not provide for any 
profit to the company either for firming Clark Hill power, or for the use of the 
company’s transmission and transformation facilities and other services required 
to deliver 275,940,000 kilowatt-hours of energy to preference customers in its 
service area. This is only slightly over one-quarter of a mill per kilowatt-hour. 


Estimated annual receipts by Government for the one-half of Clark Hill power 
which is assigned for use in the service area of the Georgia Power Co. (based 
on normal hydro year) 

Firm marketable power from Clark Hill: 

70,000 kilowatts at $9.60 per year 
265.8 million kilowatt-hours at 3 mills’ 

Peaking capacity : 42,000 kilowatts at $6 per year 

Secondary energy: 

A RE UIE, ne eee atte eS 
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Total payments to Government by Georgia Power Co 


1The 265.8 million kilowatt-hours is increased to 306.6 million kilowatt-hours by energy 
supplied from the Georgia Power system. 


GOVERNMENT ACTION ON CONTRACT NEGOTIATIONS 


Mr. Brancn. May we say to the committee that when that definite 
contract draft of September 11, 1951, was being prepared no excep- 
tion was taken to the legality of this draft or to its conformity with 
Federal power policies. You will find that the preamble of that defini- 
tive draft points out that it is drawn in conformity with these several 
requirements. We naturally assumed, I think as we had a right to 
do, that we had reached an agreement with the Department of the 
Interior, and that the contract would be promptly executed. 

I hope the committee will bear in mind that the proposal which 
was the antecedent to this definitive draft of contract had been pend- 
ing before the Department of the Interior and its marketing agency, 
Southeastern Power Administration, since March 24, 1950. 

However, on October 4, 1951, we learned that the contract had been 
referred back to the Southeastern Power Administrator, and we were 
instructed that further negotiations should be carried on with him. 

Our representatives promptly called upon the Administrator, pur- 
suant to these instructions, their visit to his office in Georgia being on 
October 26, 1951, and we were advised by him, that he would and I 
quote, “have no part” of any contract which did not provide for the 
preference customers being customers of the Federal Government. 
He summarily rejected the draft of contract which we had negotiated 
over a long period of time with the Division of Power of the Depart- 
ment of the Interior in Washington, and within a very short time 
he launched an intensive propaganda campaign in our territory, ob- 
viously designed to alienate the preference customers with whom our 
company has had such cherished and wholly cooperative relationships 
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over a long period of years. He was seeking obviously to disrupt 
those relationships. In speeches and in publicity releases, he pre- 
dicted a serious and imminent power shortage in our section, and 
charged that this shortage was due to lack of realism in planning 
by the private utilities of the region, He charged that our company 
was leading a “raid on the bus bar” and seeking to achieve a monopoly 
of Federal reservoir power. He further charged that we had stead- 
fastly refused to consider a proposal for the distribution of this 
power to preference customers which would conform to the require- 
ment of the law. 

He and some of his associates undertook an intensive effort to per- 
suade the electric membership cooperatives in our State to apply to 
his agency for power. These efforts, to date, have been notably un- 
successful, according to our information, and that may account for 
the fact that in a recent appearance before your committee, the pres- 
ent Administrator made no claim of binding contracts or commit- 
ments with any electric membership cooperatives or other preference 
customers in our State. 

It is also significant that his predicted power shortage did not ma- 
terialize. Our company has continued to meet every power need in 
our area, notwithstanding the unprecedented demands which have 
been imposed upon us as a result of unparalleled industrial expan- 
sion and defense activities. 


COMPANY POWER EXPANSION 


The Administrator’s statement that we had failed to make adequate 


provision for a power supply was made in the teeth of the known fact 
that our generating facilities had been more than doubled since the 
year 1941, and that we are today carrying forward the greatest ex- 

yansion program in our history. From 1946 to 1951 our company 
invested $146 million in new plant and facilities. Our construction 
budget for the present vear of 1952 is $46 million, and we will spend 
in excess of $125 million during the 3 years 1952 through 1954, 
inclusive. 

I call your attention at this time to the wall map showing the trans- 
mission lines of the Georgia Power Co., and will distribute for your 
ease in following the map smaller copies which can be incor pors ited in 
the record if it is the judgment of the chairman and committee that 
they should be. We would like to have them in there, as a matter of 
fact. 

This _— shows the location of the 21 hydroelectric developments 
and the 8 steam-electric generating plants already in service in the 
Georgia Power Co. system. Two additional steam plants and one new 
hydoelectric plant are now being constructed. Our electric generating 
capacity—and I am speaking of the electric generating capacity of 
the Georgia Power Co. alone—will be 1.458.800 kilowatts by Decem- 
ber 31, 1954, and that figure will be more than four times what our 
generating capacity was as late as the end of 1940. 

We are now supplying more than 487,000 customers directly, and 
as I pointed out to the chairman in answer to his question a moment 
ago, we are also providing the total electric power requirements for 
43 electric membership cooperatives and 50 wholesale municipalities 
in our territory. These are scattered all over an area of more than 
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55,000 square miles. They are being served through 127 distribution 
points for the cooperatives and an additional 53 delivery points for 
the municipalities. It would take literally millions of dollars of Fed- 
eral money to duplicate that system today, and such a duplication, I 
reaffirm, is wholly unnecessary. 

The map also shows the extensive transmission and primary dis- 
tribution lines now in service or in the course of construction. ‘Thou- 
sands of miles of smaller distribution lines could not be placed upon 
the map due to lack of space. Our rates are among the lowest in the 
Nation. Our rates to the electric membership cooperatives and to 
the wholesale municipalities are well below the national average, 
averaging only 634 mills per kilowatt-hour. 


GROWTH IN DISTRIBUTION OF POWER AND SERVICE 


I desire to submit to the committee and for incorporation in the 
record for such reference as the committee may see fit to make of it, 
a series of three tabulations which show the growth by years in the 
distribution of electric power in our area, the growth in number of 
customers, and particularly the usage and average rates paid by the 
electric membership cooperatives, showing the steady decline in those 
rates since 1937, and the accompanying tremendous increase in their 
power use. 

Senator Haypen. That will be included in the record at this point. 

(The tabulation referred to follows:) 


By years 


Net system load in 
kilowatt-hours Average 
Number of | rate, ' cents 
customers ! | per kilowatt- 
Maximum | Annual total hour 
hour (thousands) | 


1930 ; 277, 000 | 
1931 272, 200 

1932 : 248, 300 | 
1933 , ' , 900 

1934 aawhwe . 282, 500 | 
1935 ‘ , 900 | 
1936 a f 342, 900 | 
1937 ins , 100 

1938__. 374, 400 | 
1939 ‘ | 27.300 | 
1940 " , 200 | 
194] , 855 | 
1942 508, 900 | 
1943 : , , 960 | 
1944 , 220 | 
1945 5 ‘ | , 000 | 
1946 | . 680 | 
1947_- 3, 640 

1948___ , 120 

1949 | , 022 | 
1950___- ‘ | , 800 | 
1951__ y . : : » 75 


230, 008 145, 510 
222, 513 146, 339 
, 162, 575 141,017 
252, 193 | 144, 785 
273, 556 156. 679 
421, 967 165, 906 
672, 753 179, 754 | 
829, 696 196, 095 | 
724, 371 206, 828 
, 012, 533 | 219, 482 | 
198, 054 233, 394 
553, 858 | 253, 335 
802, O87 263, 402 
171, 416 | 271, 647 
348, 344 282, 092 
. 336, 479 | 294, 074 
485, 879 322, 859 
933, 023 354, 450 
435, 794 | 389, 286 | 
, 663, 843 419, 473 
, 337, 353 449, 754 
, 046, 423 480, 076 


SF abe a SS 2 9 9 29 BO NS NIN et et et et tt 


> 





1 Partially estimated prior to 1936. 
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Residential service by years 





| y tz Wisttitni es ay MIR Cos 
IN ‘ i Annual kilo- | Annual aver- | Average rate 
peep | watt-hour | age kilowatt-| (cents per 

| of vear | sales (thou- hours per | _ kilowatt- 

| a | sands) customer | hour) 


1930... J. aes 108, 184 | 73, 595 
ae 2s kieh cds. sch Pe tibsenebeuheds bb il 110, 959 84, 691 
1932 : c. Seed 106, 673 87, 456 
WE x5 c jie anda. eee yin 109, 963 85, 335 
ee... ree ; peal’ em, 124, 022 | 106, 194 
1935 ; ore 131, 664 133, 115 
1936 : : 143, 520 162, 2% 
1937 i 158, 003 | 199, 
ESTATE a Pe i 167, 952 | 

1939 sicdh ; 179, 331 | 

1940 ; 191, 825 

1941 s ake it dics 210, 500 

1942 a ; 221, 613 

1943 : 230, 047 

1944. .__ 2 — . 7 238, 655 

1945 , 248, 497 | 

1946... .__. oie ‘st 271, 925 | 
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DUPLICATION OF TRANSMISSION LINES 


Mr. Brancn. There has never been an instance in which an industry 
failed to locate in our territory because of lack of power or reason: able- 
ness of rates, nor has there ever been an instance of an industry leav- 
ing our area because of lack of power or unreasonable rates. 

I wish to point out that sufficient transmission lines already exist 
in our service area in Georgia to receive and deliver the power to be 
initially delivered to Georgia from Federal reservoir projects. One 
of these existing transmission lines would be precisely and completely 
duplicated by the line now proposed by the Southeastern Power Ad- 
ministration from Clark Hill to Augusta, Ga. 

I wish to point out further that we have at all times stated—and 
today reaffirm—our intention and willingness to construct whatever 
additional needed facilities may be required for moving any Federal 
reservoir power from the Clark Hill project or any Federal reservoir 
power from any other project to be made available to our area. 
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We are even more able to move this power today in view of the 
tremendous expansion in our facilities which has taken place since 
that date, and our proposed and now being executed program of ex- 
pansion. 

The Administrator’s charge—and I want to say this unequicovally— 
that our company is seeking to monopolize Federal power, and that 
we have refused to enter into an arrangement for distributing this 
power to preference customers in accordance with statutory require- 
ments, is completely inaccurate and wholly absurd, as my earlier 
testimony will have indicated. 

I want to say that nobody, including the Southeastern Power Ad- 
ministration, has yet proposed or devised any plan for delivering 
that power to them as beneficially and as cheaply as we. At this point 
I want to take just a moment to point out the inaccuracies of any 
statement that a so-called standard wheeling contract would be as 
cheap to these preference customers. 


POSTAGE STAMP RATE POLICY 


First of all that statement, as the Administrator’s testimony before 
your committee indicated, is predicated on this assumption, that he 
will put into effect all over the Southeastern Power Administration 
jurisdiction a so-called postage stamp transmission fee, or wheeling 
fee and rate. He says, therefore, that he will sell the power at a 
point 250 miles or 1 50 miles from a project t at the same rate that he 
would sell it to us at the project itself. It is on that premise that he 
claims that his type of contract would be as cheap as ours. 

First of all, it fails to comply—such a proposal as he discussed— 
with the congressional directive that this power must be distributed 
in accordance with sound business principles, and it is certainly no 
sound business principle. No Government power agency can violate 
the law of physics and electricity any more than a private utility can 
do so, and it is certainly not in accordance with sound-business prin- 
ciples to say that you are going to deliver electric power at a point 
250 miles or 150 miles from its source of generation at the same price 
you would deliver it to the same person taking it at the project. 

Senator Haypen. Not unless you charge more for the short haul. 

Mr. Brancn. That is what I am going to get to. That is not sound 
business practice either, Mr. Chairman, ‘and it is an imposition on the 
customer who is thus overcharged, and it is not only not sound busi- 
ness, but it does not harmonize with that character of business integ- 
rity which, of all people, the Federal Government ought to maintain. 

Now, the next thing I want to say is this 

Senator Corpon. May I interrupt you for a question ? 

Mr. Branecu. Yes, sir. 

Senator Corpvon. How about the Georgia Power Co.? Do you have 
the same rates throughout your service area ? 

Mr. Brancu. We have the same uniform rates throughout our 
service area. 

Senator Corpon. What is the difference between you having them 
and the Government having them ? 

Mr. Brancu. Those rates have been put in all over our service area 
by the Georgia Public Service Commission on a frank subsidy of = 
isolated points in our State. Now, if the congressional directive w 
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that you should subsidize the delivery of this power, then you could 
deliver it 250 miles from a project at the same price you did before. 

Senator Corvon. Do you think the Congress, when it enacted the 
law with respect to the sale of Government generated power, had in 
mind the business practices then in use by private aed Sahn in that 
field ? 

Mr. Branen. I think undoubtedly they did have that in mind. 

Senator Corvon. Did private industry at that time observe sub- 
stantially the postage-stamp basis of charge in each company’s service 
area ? 

Mr. Brancu. I do not think that was generally true. I think it was 
true in our area. I want to make one further point, Senator Cordon. 
Our power to supply the load in our service area comes, as the map 
will indicate, from 21 hydrogenerating stations, and 8 steam plants, 
soon to become 10 steam plants and 22 hydroelectric stations, scattered 
all over the area, As a result the uniformity of rates in an area of 
that kind supplied by many points of power is not any such unbusi- 
nesslike procedure as the suggestion that you will supply at a postage, 
stamp rate power over a far-flung territory from a single source “of 
generation. 

Senator Corvon. Is it not a fact, again, Mr. Branch, that there is 
not enough power available and there will not be enough generated 
in quantity and in timing at these Government hydroelectric plants 
to serve the preference customers unless there is steam generation to 
firm it up? 

Mr. Brancn. Yes, sir. I made that statement earlier in my 
remarks. 


GOVERNMENT MARKETING OF POWER 


Senator Corpon. That being the case, then can we not assume that 
the representative of the Southeastern Power Administration had in 
mind, when he discussed this postage stamp rate, a service of the 
partial needs with the balance to be made up by local generation, either 
purchased or owned and operated by the public buyer? 

Mr. Brancn. I am going to answer your question on the basis of 
my honest conviction of what he had in mind. My answer to your 
question is that he definitely had that in mind, but what I think he 
also had in mind was that this would be the beginning of a large 
Federal Government electric power system including all types of 
generation. 

Senator Corpon. Unless there was auxiliary generation by steam, 
the Government could not serve the customers. 

Mr. Brancu. They could not possibly supply their total require- 
ments with the firm power available at these projects. 

Senator Corvon. In which event the customers would either have 
to serve themselves by generating additional power, or go into the 
open market—in your case Georgia Power Co.—and purchase it there. 

Mr. Brancn. That is right, and that assumes that we would pro- 
vide stand-by service and serve a very costly part of their require- 
ment. And the worst thing about it is that if he undertook to do it 
in the manner the Administrator has indicated, he still would have 
no market for his peaking and secondary power, and the cost due to 
the waste of that power would have to be reflected in the cost of his 
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firm power if we assume that he is going to account for the cost of 
this power on proper business principles. 
Senator Corpon. After the record that was made in the Virginia 

‘ase, do you think you can properly assume that he intended to ac- 
count for it that way? You cannot sell power at the bus bar at 7 
mills when it costs 9 to operate a plant on a business basis. You 
will agree with that. 

Mr. Brancu. If those are the facts, Senator—I frankly will have 
to say I do not know the exact prices—but if those are the facts, I 
would say that no private utility would consider that it was doing any- 
thing but liquidating its business or subsidizing the business to charge 
less for the power than it costs to generate it. 

Getting back to his contention that he can do it more cheaply, I say 
that it not only disregards your congressional directive that it shall 
be done on sound business principles, but it makes no provision for 
the amortization and liquidation of the cost of constructing and main- 
taining such transmission lines which would be necessary to deliver 
the power at that distant point for the same price you would deliver 
it at the project. I think it is part and parcel of an intention, regard- 
less of business principles, to set a precedent and to obtain an opening 
wedge to accomplish something contrary to what the Congress in- 
tended when it set up the preference clause. 


AUTHORIZATION ACT REPORT 


I want to read a brief statement, with your permission, from Senate 
Committee Report No. 1030, Seventy-eighth Congress, second session, 


which accompanied H. R. 4485, the bill which later became the Flood 
Control Act of 1944. This statement is by the committee submitting 
the preference clause, and it is from page 3 of the report. 


The committee desires an amendment which provides a convenient and prac- 

tical method of disposing of power at projects under the control of the War 
"Department without setting up a public power trust which would be unduly 

competitive with established private-power utilities. The committee, therefore, 
has inserted a proviso which authorizes the Secretary of the Interior to con- 
struct and acquire only— 
and T think the word “only” should be underscored— 
such transmission lines or related facilities as may be necessary in order to 
make the power and energy generated at such projects available in wholesale 
quantities for sale on fair and reasonable terms and conditions to facilities 
owned by the Federal Government, public bodies, cooperatives, and privately 
owned companies. The committee recognizes the desirability of granting pref- 
erences in the sale of such power and energy to public bodies and cooperatives 
when the power is generated at projects financed by the Federal Government. 

Senator Haynen. I think what the committee had in mind is what 
we have talked about many times; that is, backbone transmission 
lines that would take power from remote distances to where the 
market exists. 

Mr. Brancn. I cannot substitute my conclusions for the Senator’s 
knowledge. But I would like humbly, sir, to suggest to you that what 
the committee and the Senate had in mind at that time was that no 
facilities should be constructed at Federal expense, if equivalent facil- 
ities, on completely protective conditions to the Federal Government 
and its preference customers could be afforded otherwise. 
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CONFERENCE ON CONTRACT REJECTION 


As a result of the Administrator’s rejection of the September 11, 
1951, draft of contract to which I have referred, a contract draft 
which we had negotiated with the Interior Department’s own Power 
Division, we found it necessary to again apply to the Department in 
Washington last November for directions as to what could be done 
to bring. about a final satisfactory arrangement. 

A conference was held with the Under Secret: iry of Interior on 
January 14, 1952, which was attended by the present Southeastern 
Power Administrator. At that conference it was admitted by the 
Administrator that the only real issue between us was whether we 
would continue to serve the preference customers as in the past or 
whether they would be taken over by the Southeastern Power Ad- 
ministration, thereby putting the Government directly into the elec- 
tric power business in our State, the first long step toward destruc- 
tion of our business. The Administrator's attention was called to the 
provision which you will find in the September 11 draft, which per- 
mits the Government to reserve or withdraw any power needed to 
serve preference customers who might elect to take power directly 
from the Government. He asserted that, while this gave the prefer- 
ence customers an option—and I hope you let me underscore what I 
am saying—he asserted that while this gave the preference customers 
an option, it was not a practical or effective option for the reason that 
none of them could economically afford to exercise it, in view of the 
fact that we were offering to deliver the power to them more cheaply 
than they could get it over their own or Government lines. 

That is a most amazing admission. It is the first time, to my know- 
ledge, that anyone has ever sought to put the Federal Government 
in the power business on the ground that the rates offered by a private 
utility were too cheap. 

Senator Corvon. Who was the Under Secretary ? 

Mr. Brancu. The Under Secretary was Mr. Searles. 

Senator Corvon. And who made the statement that you refer to? 

Mr. Brancu. Mr. Levy, the present Southeastern Power Adminis- 
trator. 

Senator Corpnon. Tell us what happened at the conference. 

Mr. Brancn. I can answer that by saying that, as I recall, the 
Under Secretary commented, “Well, Mr. Levy , if they want to subsi- 
dize these electric cooperatives and other preference customers, why 
should we object to it?” We left the conference frankly thinking that 
the contract would then be promptly executed, but we returned ‘home 
and in 3 days, I believe, we found out why it was not, because 3 or 4 
days later came the announcement they were applying to the Congress 
for funds for a transmission line from Clark Hill to Augusta in our 
service territory. 


CONTRACT OPTION TO PREFERENCE CUSTOMERS 


Senator Corpon. Before you leave that, can you refer me to the 
provision in your proposed definitive contract with respect to the op- 
tion given to preferred customers ? 

Mr. Brancu. It is article 6 on page 8 of the draft which has been 
filed with the committee. 

Senator Corvon. Thank you. 
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Mr. Brancu. I am going to close on that note because I think it 
fairly and accurately depicts the situation which has confronted us 
in our repeated and earnest efforts to work out an arrangement for 
the delivery of Federal reservoir power in accordance with your di- 
rectives and in line with the national policies set forth in section 5 of 
the Flood Control Act. 

The truth of the matter is that our company has always been ready 
and willing, as it is now ready and willing, to enter into a contract 
fully carrying out the purposes intended by the Congress. Our only 
sin, if sinned we have, in this respect is that we have declined to sub- 
mit to a particular type of wheeling contract which would take from 
us a large group of our important and respected customers, and convert 
them into Government customers, thereby achieving what some people 
undoubtedly would like to achieve, namely, a start toward the socializa- 
tion of the electric power business in our area where no such thing 
has up to now existed. 

Senator Corpon. May I return to the contract before you finish ? 

Mr. Brancn. Yes, sir. 


WITHDRAWAL OF POWER SERVICE 


Senator Corpon. I have just read 6 (a) and (b). They are slightly 
ambiguous to me. Is it intended to provide that the Government shall 
have a right to withdraw electric capacity and energy generated at 
the project only at the bus bar? 

Mr. Branen. Yes, sir, at the bus bar. 

Senator Corpon. Or may it withdraw it less line loss on your 
wheeling charges? 

Mr. Brancu. It may withdraw it only at the bus bar to serve pref- 
erence customers directly. It is perfectly obvious that unless—which 
we have no intention of doing—unless we are going to merely facil- 
itate them going into the electric power business, we are not going to 
haul the power at those cheap rates and then turn it over to them to 
serve our customers. 

Senator Corpon. Of course, that section could only be used to ad- 
vantage by the Government if they built transmission lines. You 
recognize that. 

Mr. Brancn. Or unless somebody built them. 

Senator Corpon. That is right. 

Mr. Brancn. That is right. We intend to make it unnecessary for 
such construction as well as undesirable and unreasonable. We made 
this contract so attractive and the rates so low that we do not think 
anybody will ever do that. That has been our purpose and I say 
it unblushingly. 

Senator Corpon. Section 6 is more or less of a jester, then, is it not? 

Mr. Brancu. Iam of the same opinion as Mr. Leavy. I do not think 
anybody in his right mind would turn our proposal down and go to 
the bus bar and buy the power from Southeastern Power Administra- 
tion or ask the Administrator to come to them and serve them; nor 
will any of them ever ask us to wheel it for one mill and reflect that in 
the price to be charged, when our proposal renders a better service 
for one quarter of a mill. 

Now, I want to say something about the fact that has been referred 
to, that wheeling contracts have been agreed to by some utilities. Per- 
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haps you have in your mind, as we have been asked, if some people do 
it, why do you not do it? Some utilities, having a smaller number of 
preference customers in their area, and who care less for this type 
of business, which we have carefully nurtured and developed at great 
cost to ourselves, or with only one Federal reservoir project in their 
area, have consented to this type of contract. Their situation in no 
wise parallels ours, and I think that can best be indicated, if I may 
show it to this committee, by an overlay map of our situation. The 
map will show you the situation in which we are. 

ere is the Georgia Power Co’s existing system. As a matter of 
fact, some of the transmission lines more recently constructed are not 
included. I have here an overlay, and every spot that you see on 
it is a Federal reservoir project, either already constructed, under 
construction, authorized, or approved. It is quite a different thing 
to put your head in that noose than in one where perhaps a very 
small segment of customers are involved or only one or at best two 
Federal reservoir projects of minor capacity are involved. 

Senator Corpon. Will you leave this map with the committee? 

Mr. Brancu. It is the only copy we have. I will be glad to make 
a copy for you, if I may. 

Senator Corpon. Very well. 

Mr. Brancu. We will make a copy and furnish it to your commit- 
tee. 

Mr. Brancu. The fact that some utilities have entered into con- 
tracts under those conditions establishes no fair and adequate prece- 
dent for our situation. I would say, and I believe this is correct, 
that there has been testimony before your committee to the effect 
that many of the contracts under those circumstances have been en- 
ered into under bludgeoning by the Department of the Interior. That 
still does not make that type of contract the best or the wisest. con- 
tract, nor does it eliminate its long-term dangers in our situation. 
As was recently remarked in a notable decision by one of our Federal 
judges, the fact that a thing has been done before does not make it 
right. 

Senator Corpon. Nor legal. 

Mr. Brancu. We stand ready to do everything that could be done 
for the preference customers under any wheeling contract. We will 
do it more cheaply for them and without expense to the taxpayers 
generally. Best of all, we will do it in a way that will preserve and 
safeguard our American institutions, and I want to say here in behalf 
of the preference customers in our area, I believe they are just as 
interested as we are in preserving those institutions. 

We hope you will not, therefore, give the Southeastern Power Ad- 
ministration funds for the construction of this proposed line from 
Clark Hill to Augusta, which is not justified on the basis that it will 
serve any area or any preference customers not now being adequately 
served at reasonable rates. 

We also hope that you will not grant an appropriation for any 
other facilities in our service area, and if you are under the compul- 
sion, which we trust you will not be, of appropriating for this agency 
any funds for the rental of transmission facilities or for the purchase 
of power to fulfill any commitment which they have made, we re- 
spectfully ask that appropriate language be included in that appro- 
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priation strictly limiting it to that particular contract and to that 
particular area, lest it be used for other purposes. 
That completes my statement. 
Senator Corpor. May I ask you one more question, Mr. Branch? 
Mr. Brancu. Yes. 


POWER GENERATION BY COMPANY 


Senator Corvon. How much power is generated in the Georgia 
Power Co. service area in addition to that generated by the power 
company and by the Federal Government at hydroelectric dams 

Mr. Brancu. There is no power generated for sale in the service 
area of the Georgia Power Co. other than that generated by our 
company which will shortly total over 1 million kilowatts of capacity, 
and the power presently being generated at the Allatoona project, 
which has been purchased by our company from the time that the proj- 
ect began under a contract with the Department of Interior. This con- 
tract returned to the Government approximately $870,000 last year 
for the amortization and expenses of that project. 

There are a few companies, for example a pulp mill, which have 
excess process which they use to generate a small amount of power 
for certain of internal uses, and this also applies to the Federal peni- 
tentiary where they use excess process steam to generate a small 
quantity of power for their own internal use. 

My attention is called to the fact that there is a Crisp County hydro- 
electric plant which is supplying power to the Crisp County custo- 
mers, and with which we have an interchange arrangement for the 
purpose of supply their needs when their water supply is low. It was 
built many years ago before we operated in that area. 

Senator Corvon. Will you please give a summary of the number 
of stockholders of the Southern Co., and substantially their loca- 
tion in the United States? 

Mr. Brancu. The answer to Senator Gordon’s question is that there 
are 115,000 stockholders of the Southern Co. They are located in 
every one of the 48 States in the Union, and I am proud to say that the 
second largest number reside in the State of Georgia. 

Senator Haypen. We thank you for your statement, Mr. Branch. 

Mr. Brancu. Thank you, sir. 


STATEMENT OF J. M. BARRY, PRESIDENT OF ALABAMA POWER CO. 


GOVERN MENT TRANSMISSION LINES OPPOSED 


Senator Haypen. There are four more gentlemen listed here from 
Alabama Power Co., Gulf Power Co., Florida Power Co., and REA. 
We have 1 hour left. 

Who is appearing next ? 

Mr. Barry. J. M. Barry, Senator. 

Senator Haypen. I might say that our time is limited. I notice 
you have a prepared statement which can go into the record fully. 

wick Barry. I have furnished that, Senator Hayden and Senator 
Cordon. 
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(The statement referred to follows:) 


STATEMENT OF J. M. BARRY, PRESIDENT OF ALABAMA POWER Co., WITH RESPECT 
TO APPROPRIATION REQUESTED FOR SOUTHEASTERN POWER ADMINISTRATION FOR 
FiscaL YEAR 1953 


Southeastern Power Adminstration is seeking an appropriation of $3,089,000 
for fiscal year 1953 to be used generally for the construction of electric trans- 
mission lines and related facilities in the States of Alabama, Georgia, Florida, 
North Carolina, and South Carolina, most of which would duplicate the facilities 
of investor-owned companies, are unnecessary, and would result in a waste of 
critical materials, manpower, and Federal funds. 

Included in the Department’s justification for fiscal year 1953 is a requested 
appropriation of $25,000 for planning of a 115-kilovolt transmission line, with 
terminal facilities, extending from Jim Woodruff Dam on the Appalachicola 
River in Florida to a point in our service area in southeast Alabama, a distance 
of 42 miles, to cost $1,144,000. 

Alabama Power Co. is associated with three other electric companies in 
adjoining States, namely, Georgia Power Co., Gulf Power Co., and Mississippi 
Power Co. The four companies constitute the integrated Southern Co. electric 
system in Georgia, Florida, Alabama, and Mississippi, these companies having 
been integrated in respect to their power supply and transmission systems for a 
creat many years. 

Alabama Power Co. operates an electric generating transmission and distribu- 
tion system which provides the electric power requirements of the public in 
most of the State, except in the Tennessee Valley area. With its subsidiary, 
Birmingham Electric Co., it serves directly 492,000 customers in Alabama, of 
which 103,000 are rural. It has six large hydro plants and four large steam 
plants, with a present installed capacity of 975,000 kilowatts. Plant additions 
under construction which will come into service in 1952, 1958, and early 1954 will 
add 405,000 kilowatts and will bring the total installed capacity of Alabama 
Power Co. to 1,880,000 kilowatts. The installed capacity of the Southern Co 
system as of December 31, 1954, will be 3,264,000 kilowatts. 

The company serves 12 distributing cooperatives, at 38 delivery points; and 
it serves 1 generating and transmission cooperative a part of its requirements 
at 2 delivery points. In addition, it serves 10 municipal systems. 

There is no present or foreseeable need for the transmission line proposed by the 
Southeastern Power Administration. Alabama Power Co. is already physically 
connected to and serving the two preference customers mentioned in the justifi- 
cation. The company not only has an extensive transmission system connecting 
this area in southeast Alabama to its large hydroelectric and steam-electric 
generating plants, but it has under construction and authorized new high-capacity 
transmission lines designed to augment its service in this very area. Moreover, 
the company has under construction in south Alabama a new steam plant at 
Salco with an initial capacity of 250,000 kilowatts; and its associated company, 
Gulf Power Co., has under construction at River Junction, only 2 miles from 
Jim Woodruff Dam, a new steam plant with an initial capacity of 80,000 kilo- 
watts which will be interconnected with the Alabama Power Co. system by a 
high-capacity kilovolt line. 

Alabama Tower Co. and its associated companies in the Southern Co. system 
have, as always, anticipated the growth of the territory served and have for 
years been building capacity as rapidly as materials and equipment could be 
procured. There has been no power shortage in our area and we do not expect 
one. This company has spent more than $73 million on new construction during 
1949, 1950, and 1951: and its expenditures on generating plants and other 
improvements during 1952, 1953, and 1954 will be more than $102 million. Such 
a program proves conclusively that Alabama Power Co. has been alert to the 
needs of its service area and is taking care of these needs. The same can be said 
about our associated companies in the Southeast. 

The proposed transmission line will parallel and duplicate the connecting line 
of Alabama Power Co.-Gulf Power Co. for every mile of the way. The power 
from Jim Woodruff Dam ean be transmitted at lower cost and without the 
wasteful and unnecessary expenditure of public funds for a duplicate trans- 
mission line by utilizing the facilities of the investor-owned utility companies 
in the area. It seems to us that at this time of vast public expenditures, deficits 
in Our national budgets, and demands for more and more taxes, it is particularly 
appropriate to weed out of requested appropriations those items which are clearly 
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unnecessary. Moreover, such appropriations, if granted, would lead also to an 
effort on the part of the Federal Government, acting through Southeastern 
Power Administration, to take from this company business and customers which 
have been built up through the joint efforts of this company and its employees 
and shareholders over a period of many years. 

While consideration is being given to the construction of transmission lines 
out of Jim Woodruff Dam, it should be emphasized that this river project, of 
itself, will not produce cheap power. The total power output of Jim Woodruff 
Dam, which will include no firm power whatsoever, will cost about 1 cent per 
kilowatt-hour. This situation will continue at least for many years—certainly 
until Jim Woodruff Dam can be credited with navigation benefits which might 
result from upstream projects which are not how even scheduled for construc- 
tion. With transmission costs to the load center of the principal preferred cus- 
tomer added, the delivered cost of power will be from 1.2 cents to 1.4 cents per 
kilowatt-hour. And this power would under the proposal of SEPA supplant 
in part power being sold to the prospective customer by Alabama Power Co 
at an average price of 5.594 mills per kilowatt-hour (total sales during the 
calendar year 1951). 

SEPA represents that the transmission line to southeast Alabama which it 
seeks to build “is also the major portion of a backbone transmission line which 
will provide a future tie between Jim Woodruff and upper Columbia power 
plants * * *.” We submit that with the upper Columbia project not even 
scheduled for construction, this justification is wholly without validity at this 
time. 

When SEPA was first organized in 1950, and even before its organization was 
complete, our companies in the Southern Co. system addressed a letter to SEPA, 
dated March 24, 1950, offering a broad plan for marketing all the power from 
Federal reservoir projects to preferred customers, including the distribution 
and integration of such power. In the early discussions, however, the officials 
of the Interior Department indicated that SEPA preferred to deal with the 
respective operating company located in the area of a reservoir project rather 
than with the four companies together. Since the Clark Hill project would be 
ready to deliver power at an earlier date than other plants in the Southern Co. 
area (excepting Allatoona, already completed and under contract), Georgia 
Power Co. has for almost 2 years carried on extensive negotiations with SEPA 
and Interior looking toward the execution of a definitive contract for such 
power. 

The Georgia Power Co. proposed contract in our opinion meets all the tests 
of the Flood Control Act of 1944 with respect to preference customers, and pro- 
vides for the delivery of power from Federal reservoir projects to preference 
customers on the most favorable basis of any contract which has come to our 
attention. Moreover, the Georgia type of contract would offer to SEPA the 
opportunity to increase greatly the firm marketable power available from Jim 
Woodruff Dam, and at the lowest possible cost, through full integration with 
the Southern Co. system (including the River Junction steam plant located only 
2 miles downstream). Although no negotiations have been had with respect 
to Jim Woodruff Dam power because the delivery of power is still more than 
2 years away, Alabama Power Co. is, and has been, ready and willing to enter 
into a contract of the general type which Georgia Power Co. has offered for 
Clark Hill power. We respectively submit that the project for the construction 
of the line from Jim Woodruff Dam to a point in southeast Alabama near Ashford 
is unnecessary, wasteful, and a duplication of available facilities, and should 
not be authorized ; and that the appropriation for engineering provided for fiscal 
year 1953 should not be approved. 

Under the type of contract which we have proposed, we submit that no funds 
are required in our service area for the purchase of power and rental of facili- 
ties, and we urge that any such request be denied. We urge that if funds are 
provided to implement specific contracts applicable to other areas, such appro- 
priations be clearly restricted to such specific contracts, so that no continuing 
fund or its equivalent be established. 


JIM WOODRUFF DAM POWER MARKETING 


Senator Haypen. Could you high light it for us? 

Mr. Barry. I would like, if I may, ‘to elaborate a little, and I will 
try not to trespass on the time of the committee more than necessary, 
and I will try not to duplicate items that Mr. Branch has covered. 
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Mr. Chairman and members of the committee, my name is James M. 
Barry, and I am president of Alabama Power Co. Our company op- 
erates generally throughout 80 percent of the State of Alabama. 

Senator Corpon. How many stockholders do you have, Mr. Barry? 

Mr. Barry. We have about 11,100 stockholders. 

Senator Corpon. What is the greatest percentage of stock owned 
by a single stockholder ¢ 

Mr. Barry. I do not know that I can answer that. Our stockholders 
or preferred stockholders in that number. Our common stockholders 
are entirely the Southern Co. We are a subsidiary of the Southern 
Co., and we are part of the Southern Co. system. We and Georgia 
Power Co. and Mississippi Power Co. and Gulf Power Co., as shown 
on this map, comprise the Southern Co. system, and our common stock 
is owned entirely by the Southern Co. It is an approved holding 
company under the Holding Company Act of 1935. 

Senator Corvon. I did not know there was any. It is news to me. 
I thought we had a plan that was adopted for the purpose of requiring 
holding companies to go out of business. 

Mr. Barry. Yes, but in certain cases where the benefits of integra- 
tion to the customer are so great that they should be recognized, some 
few holding companies in the United States have been allowed to con- 
tinue and ours is one of them. 

Senator Corpon. I see. 


CONSTRUCTION OF TRANSMISSION LINES 


Mr. Barry. You have before you, gentlemen, a request from South- 

castern Power Administration for an appropriation of $3,089,000 for 
new construction for fiscal year 1953, an earlier estimate of $6,350,000 
having been reduced to a lower figure by the elimination of certain 
items. The appropriation sought includes funds which must be pro- 
vided by this company and other American taxpayers with which to 
build electric transmission lines and related facilities in the States 
of Alabama, Georgia, Florida, North Carolina, and South Carolina, 
most of which would duplicate the facilities of investor-owned com- 
panies, are unnecessary, and would result in a waste of critical mate- 
rials, manpower, and Federal funds. 

Although Alabama Power Co. wishes to oppose generally the con- 
struction of transmission lines by Southeastern Power Administr: ation 
where facilities of existing systems are available, the company is im- 
mediately and specific: ally ¢ concerned with program item ITT (2) in the 
Department’s justification for appropriations for fiscal year ending 
June 30, 1953; for Southeastern Power Administration. This item 
provides for 115,000-volt transmission line and terminal facilities 
extending from Jim Woodruff Dam at the confluence of the Chatta- 
hoochie and Flint Rivers in Florida to a point in our service area in 
southeast Alabama, a distance of 42 miles, to cost $1,144,000. 


PLANNING FUNDS 


The appropriation requested for fiscal year 1953 covers planning at 
an estimated cost of $25,000. 

I am just going to read excerpts from the justification so that the 
committee will have the item in mind. 
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This transmission line will provide service to Alabama Blectric Coopera- 
tive, Inc., a preference agency. The line will terminate in the area served 
by the Wiregrass Electric REA, a member co-op in eastern Alabama. On July 
12, 1950, a memorandum of understanding between Southeastern Power Admin- 
istration and Alabama Electric Cooperative, Inc., was signed under which the 
Cooperative will purchase and receive from Southeastern, electric power and 
energy from the Jim Woodruff project. Under this memorandum of under- 
standing, Southeastern will make available 7,500 kilowatts, this amount being 
progressively increased upon mutual agreement. Provisions are made also for 
the purchase of secondary energy from the cooperative by Southeastern. 

This facility is also the major portion of a backbone transmission line which 
will provide a future tie between the Jim Woodruff and Upper Columbia power 
plants, permitting optimum operation of the power plants which greatly in- 
creases the amount of firm power output. Although the contract demand is for 
7,500 kilowatts, the cooperative has requested permission to supply a 15,000 kilo- 
volt-ampere transformer for installation in Southeastern’s substation in order to 
be in a position to receive additional secondary power when it is available. 

The cooperative is also planning to construct a 115,00-volt transmission line 
approximately 60 miles long from a point near Opp, Ala., to interconnect with the 
proposed Jim Woodruff-Wiregrass 115,000-volt transmission line in order to 
obtain additional power from the Jim Woodruff power plant and from Upper 
Columbia when this power plant is completed. The feature includes 42 miles of 
115,000-volt, single-circuit transmission line complete with terminal aan. 

Then it goes on to say that the amount requested this year is $25,000 


for planning. 
UPPER COLUMBIA DAM, GA. 


Senator Haypen. Where is this Upper Columbia Dam? Is it some 
distance from Jim Woodruff? 

Mr. Harry. It is close to the town of Columbia that you may see on 
the map, north of the Alabama-Florida State line. 

Senator Corvon. How much power will that dam generate? What 
will be its capacity? 

Mr. Barry. The Jim Woodruff Dam ? 

Senator Corvon. No, the other one, Upper Columbia ? 

Mr. Barry. That Iam not informed of. The Upper Columbia Dam 
is not even scheduled for construction up to 1958, and I do not recall 
the capacity of that project. We are immediately concerned with the 
power from Jim Woodruff Dam which I should like to discuss a little 
later, if I may. 

Senator Corpon. Very well. 

Mr. Barry. Alabama Power Co. is associated with three other 
electric companies as I mentioned, forming the Southern Co. System. 
These companies have been integrated with respect to their power 
supply and transmission systems “for a great many years. The map, 
exhibit A, which I have given you shows the interconnected and inte- 
grated system of the Southern Co. 

Senator Corpon. Is Georgia Power & Light Co. a different corpora- 
tion from Georgia Power ? 

Mr. Barry. Yes. Georgia Power & Light is no part of our com- 
pany. It is in south Georgia. On the map exhibit B, you will see 
generally the territory of the Georgia Power & Light Co. 

Senator Corvon. And it is separate and distinct from Georgia 
Power Co. also? 

Mr. Barry. Separate and distinct from Georgia Power Co.; yes, 
sir. 

Senator Corvon. Thank you. 
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Mr. Barry. Alabama Power Co. has for more than 40 years been 
an operating electric utility in Alabama. It operates an electric gen- 
erating, transmission, and distribution system which provides the 
electric power requirements of the public in most of the State, except 
in the Tennessee Valley area, and in an area in south Alabama served 
by the Alabama Electric Cooperative. 


FORMER SERVICE TO TVA AREA 


Senator Corpon. Did you serve in what now you term the ‘Tennessee 
Valley area? 

Mr. Barry. Yes; we served all through the Tennessee Valley area, 
Senator. During the period 1933 to 1940 we went through the process 
of seeing our properties in the towns duplicated by the use of PWA 
loans and grants, with the power sold at wholesale to these municipal 
systems by the TVA. 

Senator Corpon. Did the late Wendell Willkie represent Southern ¢ 

Mr. Barry. The late Wendell Willkie was with the Commonwealth 
& Southern Co. at that time, and I am proud to have been a former 
associate of his. 

To complete that answer, we went through a process of attrition, 
Senator. 

Senator Corpon. You just went through the wringer ? 

Mr. Barry. We went through the wringer. We saw our business 
eradually severed from our lines and connected up to the municipal 
systems that had been built with PW.A loans and grants, and finally, 
after the transition had reached that stage, we did compose our long- 
term differences by selling out our property in 12 counties in north 
Alabama to TVA and to the distributing agencies, including muni- 
cipalities and cooperatives, and we agreed upon a boundary line which 
has been respected. J want to say that our relations with TVA have 
been cordial at the operating level. We sell power to TVA and buy 
power from TVA, and generally our relationship is cordial. Our 
long-standing differences were settled by a contract that was made 
in May 1940. I happen to have worked with that contract and par- 
ticipated in the negotiation. 


COMPANY POWER EXPANSION 


Our company, with Birmingham Electric Co., its subsidiary, serves 
directly 492,000 customers in Alabama, of which 103,000 are rural. 
I am talking about direct rural customers of Alabama Power Co. It 
has six large hydro plants and four large steam plants, with a present 
installed capacity of 975,000 kilowatts. 

Plant additions under construction, which will come into service in 
1952, 1953, and early 1954, will add 405,000 kilowatts and will bring 
the total installed eapacity of Alabama Power Co. to 1,380,000 kilo- 
watts. The installed capacity of the Southern Co. system as of 
December 31, 1954, will be 3,264,000 kilowatts. 

The company serves 12 distributing cooperatives, at 38 delivery 
points; and it serves 1 generating and transmission cooperative a part 
of its requirements at 2 delivery points. In addition, it serves 10 
municipal systems. 


98400—52——-7 
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EXISTING TRANSMISSION LINES 


There is no present or foreseeable need for the transmission line pro- 
posed by the Southeastern Power Administration. Alabama Power 
Co. is already physically connected to and serving the two preference 
customers mentioned in the “Justification.” The company not only 
has an extensive transmission system connecting this area in southeast 
Alabama to its large hydroelectric and steam-electric generating 
plants, as you will see from the maps, but it has under construction and 
authorized new high-capacity transmission lines designed to augment 
its service in this very area. Moreover, the company has under con- 
struction in south Alabama a new steam plant at Salco, north of 
Mobile, with an initial capacity of 250,000 kilowatts, and its associ- 
ated company, Gulf Power Co., has under construction at River Junc- 
tion, only 2 miles from Jim Woodruff Dam, a new steam plant with 
an initial capacity of 80,000 kilowatts, which will be interconnected 
with the Alabama Power Co. system by a high capacity 115-kilovolt 
line. 

Reference to the map marked “Exhibit B” will clearly indicate the 
vast power resources already available to this area through transmis- 
sion lines existing and under construction, and the lack of necessity 
for the proposed line. 

Senator Corpon. May I interrupt you ? 

Mr. Barry. Yes, sir. 


POWER PLANTS 


Senator Corpon. I am looking at your legend. I notice the symbols 
here for the investor-owned companies, and under the heading “Ala- 
bama Electric Cooperative at the city of Tallahassee” like symbols 
encircled with a square, but made with broken lines, indicating that 
the city of Tallahassee and the Alabama Electric Cooperative own 
hydro and steam plants. I find in Alabama near the town of Enter- 
prise and near Andalusia elsewhere there, what appear to be hydro 
plants owned by this cooperative and the city of Tallahassee; is that 
correct ? 

Mr. Barry. I think perhaps the legend in combining the two has 
perhaps become a little misleading. The city of Tallahassee has 
nothing to do with the properties in Alabama, Senator. 

Senator Corpon. What about these properties that I have just 
mentioned ? 

Mr. Barry. Near Andalusia, the Alabama Electric Cooperative 
does have a hydro plant at Gant, Ala., and it is constructing a steam 
plant in that area at the present time, and the city of Tallahassee does 
have a steam plant. 

Senator Corpon. What about what appears to be another hydro 
plant near Andalusia, in addition to the one near Gant? What about 
that one, and then what about the one at Enterprise? 

Mr. Barry. Are you looking at this map? 

Senator Corpon. I am looking at this map—Enterprise. That 
looks to me like broken lines around this circle and broken lines around 
this circle, and broken lines indicate hydro plants. 

Mr. Barry. That is not intended. There is a hydro plant near 
Gant. 
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Senator Corvon. What isthe plant near Andalusia ? 

Mr. Barry. Alabama Electric Cooperative has plants near Anda- 
lusia. Mr. Thompson, of Alabama Electric Cooperative, is here. 

What size are they, Mr. Thompson ? 

Mr. TuHompson. The lower plant at River Falls is 5,200 and the 
Gant plant is 2,500 and the Elba plant near Enterprise is 2,000. 

Senator Corpon. The one at Andalusia ? 

Mr. THomrson. That is 5,400. 

Senator Corvon. That makes three. 

Mr. Tuomrson. Yes, sir. 

Senator Corpon. Thank you. They were on the map and I had 
to know what they were. 

Mr. Barry. I think, Mr. Senator, the witness from the Florida 
Power Corp. territory can inform you as to the details in that area 

Senator Corvon. If we do not ask these questions, we do not get 
the information. For instance, I think it is very important to this 
committee to know that the dam that is supposed to be connected 
with Jim Woodruff is not even in the picture so far as construction 
is concerned, and it would not have been answered unless we asked the 
question. 

Mr. Barry. I was not going to overlook that, Senator, I can assure 
you. I was going to bring that out. It was a good question. 

Senator Corvon. The Chairman and I believe in connecting public 
dams with backbone transmission lines where we feel it is needed, so 
that was very important to me. 

Mr. Barry. I am certainly going to deal with that and I am glad 
you are interested in the subject, because if ever there was one that 
was not needed, I think this is the case. 


POWER SHORTAGE DISCUSSED 


Last November, representatives of Southeastern Power Adminis- 
tration appeared at public meetings in Atlanta, Ga., and Biloxi, Miss., 
and predicted that serious power shortages were impending in the 
Southeast. They attributed this situation to failure on the part of the 
investor-owned utility companies to plan ahead and provide the nec- 
essary generating plants—a situation which they indicated best be 
corrected by the construction of more and more river projects with 
Federal funds. The forecasted power shortages did not materialize, 
but there could only be one motive in the unwarranted attacks, a 
desire further to invade the territory and business of the investor- 
owned companies. 

Alabama Power Co. and its associated companies in the Southern 
Co. system, as always, anticipated the ore of the territory service, 
and have for years been building capacity as rapidly as materials and 
equipment could be procured. Although the task of providing for the 
extremely rapid growth has been enormous, and although the margins 
have at times been small, there has been no power shortage i in our area 
and we do not expect one. 

Mention has already been made of the capacity existing and under 
construction on our system. ‘This company has spent more than $73 
million on new construction during 1949; 1950, and 1951; and its 
expenditures on generating plants ‘and other improvements during 
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1952, 1953, and 1954 will be more than $102 million. Such a program 
proves conclusively that Alabama Power Co. has been alert to the 
needs of its service area, and is taking care of these needs. The same 
ran be said about our associated companies in the Southeast. 


PROPOSED TRANSMISSION LINE 


The proposed transmission line—and I am referring to the line from 
Jim Woodruff Dam on exhibit B pointing in a northwesterly direc- 
tion toward southeastern Alabama, will parallel and duplicate the 
connecting line of Alabama Power Co-Gulf Power Co. for practically 
every mile of the way. The power from Jim Woodruff Dam can be 
transmitted at lower cost and without the wasteful and unnecessary 
expenditure of public funds for a duplicate transmission line—which, 
as I have mentioned, will cost $1,144,000—by utilizing the facilities 
of the investor-owned utility companies in the area. 

I want to say, gentlemen, that in the absence of details we in Ala- 
bama Power Co. are unable to rationalize the cost of $1,144,000 for 
42 miles of line and terminals. Maybe there is detailed support for 
it, but we do not understand how that figure is reached. 

Senator Corvon. Have you had negotiations toward either a wheel- 
ing contract or service and purchase contract such as outlined by the 
Geor gia Power Co.? 

Mr. Barry. No, sir; we have not, and I may deal with that later, 
Senator, or answer it now. The power from this project will not be 
available for 2 years, and I would like to deal with it in a little more 
orderly way, if I may, and then if I do not answer your question, 
please call me on it. Is that satisfactory ¢ 

Senator Corpon. Go right ahead. 

Mr. Barry. It seems to us that at this time of vast public expendi- 
tures, deficits in our national budgets, and demands for more and 
more taxes, it is particularly appropriate to weed out of requested 
appropriations those items which are clearly unnecessary. Moreover, 
such appropriations, if granted, would lead also to an effort on the 
part of the Federal Gov ernment, acting through Southeastern Power 
Administration, to take from this company business and customers 
which have been built up through the joint efforts of this company 
and its employees and shareholders over a period of many years. 


JIM WOODRUFF DAM POWER RATES 


While consideration is being given to the construction of trans- 
mission lines out of Jim Woodruff Dam, it should be emphasized 
that this river project, of itself, will not produce cheap power. We 
are not informed as to the rate at which SEPA will sell Jim Wood- 
ruff power, but I should like to point out that the total power output 
of Jim Woodruff—and I am talking about the total—which will 
include no firm power whatsoever, will cost about 1 cent per kilo- 
watt-hour, using the Corps of E ngineers percentage figures for an- 
nual charges, 4.6 percent, on such projects. This situation will con- 
tinue at least for many years, certainly until Jim Woodruff Dam 
can be credited with navigation benefits which might result from 
upstream projects which are not now even scheduled for construction. 
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NAVIGATION BENEFITS 


The navigation benefits, gentlemen, from Jim Woodruff Dam itself, 
are estimated by the Corps of Engineers at $30,000 annually, and 
it is for some limited navigation between Jim Woodruff Dam and 
Bainbridge, Ga. 

TRANSMISSION LINES PLANNED 


The high-cost power from Jim Woodruff Dam would under the 
SEPA plan have added to its high-cost transmission. The terminus 
of the proposed line from Jim Woodruff Dam to southeast Alabama 
is not the final point of delivery of power to the load center of the 
principal customer, Alabama Electric Cooperative, Inc. Another 
60 miles of line, not included in this request of SEPA, must be 
constructed by the customer. Depending on load, the cost of trans- 
mission of this power under the SEPA proposal would be the order 
of 2 to 4 mills when the power reaches its ultimate destination near 
Opp, Ala. That comprehends the investment that will be made in 
the Southeastern Power Administration line and terminals, and an 
estimate which we make of the additional 60 miles of line which 
would have to be built by Alabama Electric Cooperative plus what- 
ever terminals it requires. Apply low Government fixed charges, 
then add reasonable operating charges, and relate it to the elec tri- 
city which will move over the line. When those processes are car- 
ried through, the cost of transmitting that power will be between 2 and 
4 mills, depending on how much elecricity you move over the line. 
The total delivered cost of this power would therefore be of the order 
of 1.2 to 1.4 cents per kilowatt-hour. 

Bear in mind, gentlemen, I am talking about cost based on the 
Government figures of their investment in dam and the transmis- 
sion line, and I am not relating it to - at Southeastern Power 
Administration might price its power. I do not know what price 
they are going to use. 

Senator Corpon. Is there any flood control in connection with Jim 
Woodrutt Dam? 

Mr. Barry. There is no flood control in connection with it. This 
power would, under the proposal of Southeastern Power Administra- 
tion, supplant i in part power being sold to the prospective customer by 
the Alabama Power Co. at an aver age price of 5.594 mills per kilowatt- 
hour. That is based on our total sales to Alabama Electric Coopera- 
tive during the calendar year 1951. 


POWER CAPACITY 


Senator Corvon. What is the capacity or will be the rated capacity 
of the Jim Woodruff Dam ? 

Mr. Barry. The Jim Woodruff Dam has a total installed capacity of 
30,000 kilowatts. There is no firm power whatsoever at times of flood, 
since the power which then can be generated at Jim Woodruff Dam 
drops to zero. Whenever the head on Jim Woodruff Dam gets under 
14 feet, it cannot generate power, and that will occur for a certain 
number of days every few years, depending on the type of year 
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TOTAL ESTIMATED COST 


Senator Cordon, I would like to point out something that is very 
interesting. It occurred to me in connection with the study of this 
problem and the reasons for high-cost power out of Jim Woodruff 
Dam. Jim Woodruff Dam is presently estimated to cost $46,200,000. 
Alabama Power Co. has very good hydroelectric plants, and I would 
like to compare the cost of Jim Woodrutt Dam with the plant cost of 
the Alabama Power Co. hydro projects. 

The Alabama Power Co. projects, six of them—and I grant that 
they were built in a different cost era—are wonderful plants primarily 
because they are good sites. The total cost of the Alabama Power 
Co. hydro plants is some $48,500,000, or thereabouts, and our plants 
produce just under 2 billion kilowatt-hours a year, while Jim Woodruff 
Dam, which will cost $46,200,000, will produce approximately 206 
million kilowatt-hours of all kinds. The investment is almost the 
same, and the output in the Alabama Power Co.’s six projects is 
practically 10 times the output of Jim Woodruff Dam. In simple 
terms, that is why Jim Woodruff power is considered high-cost power. 

Senator Haypren. Let me see if my understanding is correct. In 
asking for the authorization for appropriations for the construction 
of Jim Woodruff Dam, it was set forth by the Corps of Engineers 
that its immediate benefits would not be as great as when there was 
storage higher up on the streams, and that those dams, when they were 
in and the flow of the river was regulated, would greatly increase the 
power to be produced. 

Mr. Barry. No, sir. Excuse me, I do not mean to contradict you. 
It will increase the firm power that comes out of the dam, but when 
I mentioned the figure of 206 million kilowatt-hours, that is all the 
power of all kinds that Jim Woodruff Dam will produce and, when the 
upstream projects are completed, that will increase only slightly the 
kilowatt-hours produced in a year’s time. I would be glad to furnish 
the committee the figures—I do not have them in mind—but they in- 
crease the total only slightly. The firm power will increase consider- 
ably due to the regulation upstream. 

Senator Haypren. That was my recollection. 

Mr. Barry. The total kilowatt-hours will not increase greatly. 
There are 30,000 kilowatts to be installed, and if you ran 30,000 kilo- 
watts for 8,760 hours a year, you would get so many kilowatt-hours 
out of the project, and it will be very considerably less than 300 million. 
So you will not get any appreciable increase. 

Senator Corpon. You would have to have a 100-percent load factor, 
too. 

Mr. Barry. Yes. As a matter of fact, one of the peculiarities of 
Jim Woodruff Dam is that it more or less has to be operated as the 
water comes down. There is not the leeway for peaking between day- 
time and nighttime because it has a bearing on the lower river, and if 
you resorted to peaking to too great an extent, on that river, then the 
water below Jim Woodruff Dam would fall too low for navigation. 

Senator Corpon. It is one of these curious animals in that it has 
to be firm in order to be good. 

Mr. Barry. One of my associates has handed me these figures and 
the engineers’ report divides the project into three stages : stage 1 being 
the construction of Jim Woodruff Dam; stage 2, including more of the 
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pe ojects; and stage 3 including the complete development of the river. 
he figure he gives me for stage 3 is 219 million kilowatt-hours. So 
it eeeeamias what I said. 

Senator Corpon. There would be some value, too, would there not, 
if there was integration of the power from these several dams so that 
the full values could be utilized by the users? 


INTEGRATION OF POWER SYSTEMS 


Mr. Barry. Asa matter of fact, the power from Jim Woodruff Dam 
is in my opinion practically worthless unless it can be integrated with 
some system, because it goes down to zero, and somebody has to stand 
by to firm it up when it goes to zero. Whether that be Southern Co. 
system or the Alabama Electric Cooperative or somebody else with 
a power plant, it has to be done by somebody. 

Southeastern Power Administration represents that the transmis- 
sion line to southeast Alabama which it seeks to build— 
is also the major portion of a backbone transmission line which will provide a 
future tie between Jim Woodruff and upper Columbia power plants. 

We submit, gentlemen, that with the upper Columbia project not 
even scheduled for construction—and I refer you to the “justifica- 
tion,” up to 1958 and you cannot find a schedule for construction for 
upper Colunitie+this justification is certainly without validity at 
this time. 


CLARK HILL DAM POWER MARKETING 


Now, Mr. Branch has told you about the contract for Clark Hill 
power. Back in 1950 before Southeastern Power Administration was 
formally organized, when it was announced, our companies in the 
Southern Co. system addressed a letter to SEPA, dated March 24, 
1950, offering a broad plan for marketing all the power from Federal 
reservoir projects to preferred customers, including the distribution 
and integration of such power. 

In the early discussions, however, the officials of the Interior De- 
partment indicated that SEPA preferred to deal with the respective 
operating company located in the area of a reservoir project rather 
than with the four companies dnote: Since the Clark Hill project 
would be ready to deliver power at an earlier date than other plants 
in the Southern Co. area—excepting Allatoona, already completed and 
under contract—Georgia Power Co. has for almost 2 years carried 
on extensive negotiations with SEPA and Interior, looking toward 
the execution of a definitive contract for such power. 

Mr. Branch has explained the contract. It is not necessary for me 
to go into it. 

The Georgia Power Co. type of contract offers to Southeastern 
Power Administration the opportunity to increase greatly the firm 
marketable power from Jim Woodruff Dam, and at the lowest possible 
cost, chroudy full integration with the Southern Co. system. 

Senator Haypen. I take it that what you mean is this: If the 
Southeastern Power Administration entered into the type of con- 
tract that is proposed by the Georgia Power Co, with respect to any 
other dams in the whole southern area, Geor gia, Alabama, Missis- 
sippi, that same type of contract would be available to the Southeast- 
ern Power Administration ? 
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Mr. Barry. Yes, sir. I am talking about the principles. That 
may vary as to detail, because we do not know what price Southeastern 
Power Administration would place on the Jim Woodruff power, for 
example. The Jim Woodruff output has different characteristics 
than Clark Hill, and it would differ in details. Yes; you are correct, 
Senator Hayden, we would undertake to apply those same principles 
to a contract with respect to Jim Woodruff Dam. 


PREFERENCE CUSTOMERS 


We believe, gentlemen, that the execution of such a contract would 
make power from Jim Woodruff Dam available to preference cus- 
tomers, including the Alabama Electric Cooperative and the Wire- 
grass Electric Cooperative, on a more favorable basis than could be 
offered by any other means, including the construction of transmission 
lines. 

We respectfully submit that the project for the construction of a 
line from Jim Woodruff Dam to a point in southeast Alabama near 
Ashford is unnecessary, wasteful, and a duplication of available facili- 
ties, and should not be authorized; and that the appropriation for 
engineering provided for fiscal year 1953 should not be approved. 

Senator Haypen. Is this line, that the map shows parallels the 
Government line, of the same voltage that is proposed by the Gov- 
ernment ? 

Mr. Barry. Yes, sir; it is a 115,000-volt line. Our line is not yet 
constructed. It is authorized and it is in our budget. 

There is only one other subject that I wanted to touch on, gentle- 
men, and that is the fund requested for rental of facilities and pur- 
chase of power by Southeastern Power Administration. 

Senator Haypen. You are opposed to that, just as Mr. Branch? 

Mr. Barry. Yes, sir. I would like to bring out one or two reasons. 

Under the type of contract we have proposed, we submit that no 
funds are required in our service area for the purchase of power and 
rental of facilities. Our proposed contract simply obviates that 
necessity. We urge that any such request, so far as our territory is 
concerned, be denied. 

Last year we opposed a continuing fund, pointing out that the 
detailed justification was broad enough to permit SEPA, without the 
approval of Congress, to use the fund for many other purposes, in- 
cluding the possible acquisition through lease agreement of steam 
plants and transmission lines. As we understand it, the fund now 
sought would give Southeastern Power Administration the authority 
to buy and sell power with complete discretion as to the source and 
outlets of such power, and to rent facilities for such transactions. 

We urge that if funds are provided to implement specific con- 
tracts applicable to other areas—and I think there is that point—such 
appropriations be clearly earmarked for and restricted to such specific 
contracts so that no continuing fund or its equivalent be established 
nor a precedent set for the establishment of such a fund. 

That completes my direct statement. 

Senator Haypen. Thank you, sir. 

Mr. Barry. Thank you, Mr. Chairman. 

Senator Haypren. The next witness on the list is Mr. Crist, of the 
Gulf Power Co. 
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STATEMENT OF JAMES F. CRIST, PRESIDENT OF THE GULF POWER 
CO., PENSACOLA, FLA. 


OPPOSITION TO GOVERNMENT TRANSMISSION LINES 


Mr. Crist. Mr. Chairman and members of the committee, my name 
is James F. Crist. I am president of Gulf Power Co., whose head- 
quarters are in Pensacola, Fla. 

The Gulf Power Co. supplies electric service over 10 northwest 
Florida counties to some 60,000 electric customers. Together with 
our affiliated companies, Alabama Power Co., Georgia ‘Power Co.. 
and Mississippi Power Co., we make up the integrated Southern Co. 
system, which both Mr. Branch and Mr. B: arry have described. 

We wish to oppose Southeastern Power Administration’ s requested 
appropriation of some $3,089,000, which is principally for the con- 
struction af transmission lines in the Southeast. Our position is that 
these lines are not necessary, simply because the job can be done better 
and cheaper through the use of existing privately owned facilities. 


CONTRACT NEGOTIATIONS 


Originally our company was a party to the proposal which was 
made to the Southeastern Power Administration in March of 1950 
in which the companies as a group offered to distribute, without profit 
to themselves, power cong all Federal reservoir projects constructed 
within their service area 

Under that proposal, we offered to effect the most widespread dis- 
tribution of this energy at the lowest possible cost; also, we offered to 
provide an immedi: ate market for all of the power produced from the 
Federal reservoir projects, and to firm up the electric-power output of 
these projects. 

Senator Haypen. The only one that is in contemplation now is Jim 
Woodruff Dam in your area; is that right? 

Mr. Crist. I am going to testify in connection with the Jim Wood- 
ruff Dam; yes, sir. 

Mr. Branch described to you in some detail what is now the Georgia 
Power Co. proposal. That proposal started out as a proposal of the 
Southern Co. group but, at the request of the Southeastern Power Ad- 
ministration, it was made a Clark Hill-Georgia Power C'o. proposal. 
That proposal, as he testified, is the lowest in cost to the customer and 
to the taxpayer which has ever come to our attention. 

I want to say that. our company, Gulf Power Co., is ready and will- 
ing to contract under the Georgia Power Co. proposal. 

The Southeastern Power Administration, in its justification for 
the line which Mr. Barry has described at some lengt)i, that is, the 
Jim Woodruff Wiregrass line, has nowhere mentioned Gulf Power 
Co., although that line traverses the service area of Gulf Power Co. 
Southeastern Power Administration has stated that if, has been un- 
able to work out a satisfactory agreement with the com)anies through 
whose territories its transmission lines pass. I want to say to the 
committee that we have never been approached by Southeastern 
Power Administration, although we were originally a party to the 
March 1950 proposal. 
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It is a rather startling statement to me for Southeastern Power 
Administration to come to this committee and other committees of 
Congress and say, in effect, “We can’t work out a satisfactory pro- 
posal.” TI have never, to my knowledge, seen Mr. Leavy, the present 
Administrator of Southeastern Power Administration. He has never 
called on Gulf Power Co. or any member of our organization. 

I repeat, we stand ready and willing to distribute and transmit this 
power under the Georgia Power Co. proposal. 

Senator Corpvon. You have not called on him, either ? 

Mr. Crist. We originally submitted, Senator Cordon, a joint pro- 
posal saying that we were willing to transmit the power under that 
proposal. We are on record as having done that when the South- 
eastern Power Administration was first established. 

Incidentally, I might comment that the Southeastern Power Admin- 
istration is a power-marketing agency. ‘They have power for sale. 
We have power for sale. If we say to our industrial power salesman, 
“T want you to go out and sign up that contract,” and he comes back in 
later and says, “I was ae to sign the contract,” and we find he did 
not even call on the customer, I think we would get a new industrial 
power salesman. 

Senator Corvon. I think that is all beside the point. I think there 
is an obligation that rests equally on your company as well as the 
Government, and I do not think you ought to be standing apart like 
a pair of strange bulldogs. You ought to get together. You would 
have a better chance of getting a complete hearing here if you did, 
I will tell you that. 

Mr. Crist. We made the move in March 1950. We have heard 
nothing from them since. 

Senator Corpon. You have had since March 1950 to try again, and 
you have done nothing. 

Mr. Crist. We are on record with our proposal. No proposal has 
been made to us. 

Senator Corvon. The fact that you made a proposal does not give 
you a contract, nor does it give you any arrangement for the handling 
and sale of this Government power. It is quite evident that if a man 
is not prepared to accept your proposal, a good horse trader makes 
another one, another proposal. 

Mr. Crist. Another reason why I think it would have been logical 
for us to have been approached is that we are in the unique position 
of having a transmission line that goes right into Jim Woodruff Dam. 

Senator Corpon. I do not question that the other guy should have 
approached you. 

Mr. Crist. We have supplied all the construction power that has 
gone into the Jim Woodruff Paes over that transmission line, and 
that transmission line alone is sufficient in capacity to carry the entire 
output of the Jim Woodruff Dam. 

Senator Corpon. You are familiar, however, with the fact that as 
rapidly as an agency of the Government sets up a power administra- 
tion, that power administration has two interests in life: (1) The 
electric power; and the other, the political power that might arise 
from its use. 

Mr. Crist. I am fully conscious of that. 





INTERIOR DEPARTMENT APPROPRIATIONS, 1953 1209 


Seriator Corvon. That being the case, you should have been on 
notice, sir, that it was up to you to be busy, or you might get hit with 
both barrels of that blunderbuss. 

Mr. Crist. They said that they did not want to negotiate for the 
other projects until they got through with the Clark Hill negotiation. 
I will tell you, sir, if any company y has been busy trying to negotiate, 
it is Georgia Power Co. They have devoted a great proportion of 
their time to that negotiation. 


JIM WOODRUFF DAM-TALLAHASSEE LINE 


Senator Haypen. Apparently, from the map that was exhibited here 
not long ago, there is a transmission line projected from Jim Wood- 
ruff Dam down to Tallahassee: e; is that right ? 

Mr. Crist. That is right. Mr. Clapp, who is president of the Florida 
Power Co., proposes to testify about that line. 

As I pointed out, the line that goes into Jim Woodruff Dam now 
is more than sufficient to carry the entire output of the plant. That 
line is in place. 

Senator Corpon. May I interrupt you to ask you another question ? 
Is there any way under the sun by which you can determine any fixed 
1elationship between energy output and capacity of a line to carry 
it? In one case you are working in volts, and the other in watts. 
What are we dumb chaps going to do about that ? 

Mr. Cristr. I can tell you approximately the capacity of that line 
in kilowatts. Will that do, sir? 

Senator Corpon. That is fine. 

Mr. Crist. It is approximately 30,000 kilowatts. Of course, the 
capacity of the line depends upon the location of the load, the length 
over which you take it, the permissible drop in voltage, and other 
factors. The capacity of that line is about 30,000 kilowatts. 

Senator Corvon. Then it would be just about what would be needed 
to carry the power from Jim Woodruff if its total capacity were 
being used to produce energy ? 

Mr. Crist. That is right. 

Senator Corpvon. Thank you. 

Mr. Crist. I am going to bring out, sir, in a moment, that in 
addition to that line, we are building three other lines in the same 
area, so that the Jim Woodruff area ‘will be a virtual hub of trans- 
mission lines. 

do want to say that we did not oppose the construction of 
Jim Woodruff Dam, and we have helped in the construction of that 
project through the supplying of construction power. 


RIVER JUNCTION GENERATING PLANT 


Senator Corpvon. How much power capacity are you going to have 
in the steam plants you are building nearby ? 

Mr. Crist. An initial capacity of 80,000 kilowatts. That plant 
is only about 2 miles from the Jim Woodruff Dam. In addition to 
the fact that we did not oppose the Jim Woodruff Dam, I would like 
to read a sentence cr two which reflect the policy of our Southern 
group on these matters. I would like to read you this statement made 
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by Mr. C. B. McManus, president of the Southern Co., in Atlanta, 
onwJuly 31, 1950, before the President’s Water Resources Commission : 

We do not oppose these river developments. We have built many of them 
ourselves, and where we cannot economically justify the building of them 
ourselves we will not take a dog-in-the-manger attitude. They are an asset 
to the community and to the State. We have cooperated and we will cooperate 
with such developments as being in the public interest. 

That has been our position. That was our position in the case of 
Jim Woodruff. 

We have under construction, as I stated a moment ago, only 2 miles 
from the Jim Woodruff Dam project, a steam-generating plant known 
as the river junction plant. ‘This plant-will come into operation late 
this year with a 40,000-kilowatt unit, and the second unit of the same 
size will come in approximately a year later. 

We did not select the location of the river junction plant site in any 
sense as a competitive measure against Jim Woodruff. That loca- 
tion was selected after a careful study of the requirements of our 
integrated system. We looked at many locations. We looked at 
Panama City, Fla. We looked principally for a location where the 
plant would serve the anticipated firm power requirements of the 
southeastern portion of the Alabama Power Co. system, the south- 
western portion of the Georgia Power Co. system, as we ell as the re- 
quirements of the Gulf Power Co.’s own system, and where suitable 
cooling water would be available. We knew that Jim Woodruff would 
be of no value in meeting the firm power requirements in that area. 
Our engineers made a careful study of the river, and they have found 
that in ‘the last 20 years, there is an average of 23 days a year in which 


there is not any power at Jim Woodruff Dam at all. I do not want 
to dwell on that subject. 

I am not trying to criticize the Jim Woodruff project, but that is 
one of the facts of life. 

Our river junction pliant, interconnected as it is with the Southern 
Co. system, is ideally situated to firm up the deficiency of power in 
the Jim Woodruff project. 


COMPANY TRANSMISSION LINE CONSTRUCTION 


In addition to the transmission line which I spoke of, which now 
goes into the Jim Woodruff plant, we are building this year and will 
have completed before the end of the year, a 115- kilovolt transmission 
line from our river junction plant, which, as I say, is almost in the 
shadow of Jim Woodruff, to Panama City. We are building and will 
have completed before the end of next year a 115-kilovolt ‘line from 
our river junction plant into Alabama. Alabama Power Co. will 
interconnect with that line we are building, and take it up to Ashford, 
Ala. 

We are building from the river junction plant and will have com- 
pleted by the end ‘of next year, a 115-kilvolt line toward Albany, Ga., 
and at the Florida-Georgia State line, Georgia Power Co. will inter- 
connect with that line. 

Senator Corvon. What do you use, steel or wood posts? 

Mr. Crist. We use an ACSR conductor which is aluminum rein- 
forced with steel. Did you mean the posts? 

Senator Corpon. Yes. 

Mr. Crist. We do not use steel for posts. We use creosoted pine. 
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POWER RATES 


Our company has historically furnished adequate service at reason- 
able rates. Among our other customers, we serve four rural electric 
cooperatives, the Escambia Electric C ooperative, the West Florida 
Electric Cooperative, the Gulf Coast Electric Cooperative, and the 
Choctowhatchee Electric Cooperative. We have furnished their re- 
quirements since they first began operating in the early 1940's. Addi- 
tional power has been furnished to them as they needed it. 

For example, the sum of the capacities called for under the con- 
tracts which we furnish them are approximately 2,500 kilovolt- 
amperes, and we are now furnishing them actually over 8,000 kilo- 
volt-amperes. We are now working with these cooperatives to supply 
them power at additional delivery points. 

We are spending $422,000 this year and next year to supply addi- 
tional service and additional delivery points to these cooperatives. 
That work is now in progress and will be completed next year. 

We have recently executed a new 5-year contract with one of the 
four cooperatives ; ‘and the other three have indicated to us that they 
will execute 5-year contracts for their service with us as soon as these 
delivery points are near completion. 

I think we have done a good job in serving the cooperatives. In 
1940, they paid us 1.24 cents per kilowatt-hour, and through successive 
rate reductions the average price in 1951 was 7.2 mills per kilowatt- 
hour. 

I would like, Mr. Chairman, to give the committee this statement, 
showing the requirements of the cooperatives which we serve, and the 
average price over a period of years. 

Senator Haypen. That will be included in the record. 

(The statement ered to follows :) 


Annual wholesale poner sales to RE. fname electric cooperatives 


Number Ant 


Cg dar ve: 
alendar year Power sources Kilow: tte Revenue per 
kilowatt-hour 


> 


Cooperatives; from Gulf Revenue 
hours 


} 
Power Co. 


Cents 


493, 692 
798, 813 | 
, 191, 394 
, 637, 592 | 
2, 048, 826 | 
2, 548, 151 | 
3, 488, 679 
3, 205, 681 
. 493, 820 
5, 373, 830 
20, 974, 600 
28, 006, 932 | 


~ | 
98, 240 | 
i 
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REMARKS 


Gulf Power Co. is furnishing the wholesale power requirements of all the REA- 
financed cooperatives who are distributing and selling electric energy to farms 
and rural homes in the northwest section of Florida west of the Apalachicola 
River, the section in which Golf Power Co. operates. Those power requirements 
in their entirety have been purchased from the Gulf Power Co. ever since the 
cooperatives began operations. 
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AVERAGE PRICE ELECTRIC SERVICE TO RESIDENTIAL USERS 


Mr. Crist. I would also like to offer a graph showing a decline in 
the average price of service to Gulf Power Co.’s own residential cus- 
tomers from 1925 to 1951, which shows a decline from 11.48 cents to 
2.61 cents per kilowatt-hour. 

Senator Haypen. That will go in the record. 

(The graph referred to follows :) 


GULF POWER COLIPANY 


Average Price of Electric Service 
Per KWH of Annual Sales 
For Residential Users 


1940 1945 


THREE-YEAR COMPANY CONSTRUCTION PROGRAM 


Mr. Crist. Our company is now engaged on a 3-year construction 
program totaling $27 million. We have not been remiss in building 
facilities to serve our customers. We have demonstrated our ability 
to do this job. Our credit is such that we can finance the construction 
program. 

This money which we plan to spend on new facilities will be money 
which is productive of local taxes and State and Federal taxes. We 
will distribute this Federal reservoir power. We will do it under 
the arrangement which Mr. Branch described in detail. We will do 
it without profit. We will distribute it in accordance with every 
provision of section 5 of the Flood Control Act of 1944. We will see 
to it that a full market is provided for all the production of the Fed- 
eral reservoir projects available to our service area. We will do the 
job at the lowest possible cost. 

We respectfully ask your committee to deny the appropriation for 
these lines. 

Senator Haypen. Thank you, sir. Your complete statement may be 
included in the record. 

(The statement referred to follows :) 
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STATEMENT To BE PRESENTED BY GULF Power Co, IN OPPOSITION TO REQUESTED 
APPROPRIATION FOR SOUTHEASTERN POWER ADMINISTRATION FOR FISCAL YEAR 
1953 


Gulf Power Co. supplies electric service over 10 northwest Florida counties to 
some 60,000 customers. With our associated companies—Alabama Power Co., 
xeorgia Power Co., and Mississippi Power Co.—we make up the integrated 
Southern Co. system. 

Gulf Power Co. wishes to oppose Southeastern Power Administration’s re- 
quested appropriation of some $3,089,000, which is principally for the construc- 
tion of transmission lines in the Southeast. Our position is that these lines 
are not necessary, simply because the job can be done better and cheaper through 
the use of existing facilities of privately owned companies. 

Originally Gulf Power Co. was a party to the proposal made in March 1950 
in which the group of companies of the Southern Co, system offered to distribute, 
without profit to our companies, power from all Federal reservoir projects con- 
structed within their services areas. 

Under that proposal we offered to effect the most widespread distribution of 
such electric energy from these Federal projects at the lowest possible cost, also 
to provide an immediate market for all of the power production of the Federal! 
reservoir projects and to firm up the electric-power supply from these projects. 

Mr. Harllee Branch, Jr., president of the Georgia Power Co., has described 
this proposal in detail. ‘Uhe proposal does not carry any profit to our companies, 
and the only reimbursement which they would get, in addition to the losses which 
would be incurred in transmitting the power, is approximately one-fourth of a 
mill per kilowatt-hour. This is the lowest price proposal which has even come 
to our attention. 

I would like to read a paragraph from the justification of the Southeastern 
Power Administration in connection with this requested appropriation : 

“Southeastern has not completed satisfactory wheeling contracts with any 
of the companies in whose service areas transmission facilities would be so pro- 
vided. 

“The companies involved are the Virginia Electric & Power Co., Carolina 
Power & Light Co., South Carolina Electric & Gas Co., and Georgia Power Co.’ 

The justification states further: 

“Under these circumstances Southeastern must carry forward plans to provide 
the necessary facilities to market the power from the Philpott, John H. Kerr, 
Clark Hill, and Jim Woodruff projects.” 

Gulf Power Co. stands ready and willing to contract for this distribution of 
this power under the Georgia Power Co. plan which plan originally was the 
Southern Co. proposal. It so stated in March of 1950. 

The Southeastern Power Administration in its justification does not mention 
Gulf Power Co. The proposed Jim Woodruff-Wiregrass Cooperative line to be 
built by Southeastern Power Administration would go right through our terri 
tory and on into Alabama. Althought the statement is made that Southeastern 
Power Administration has not been able to work out satisfactory wheeling ar- 
rangements with the companies through whose service areas these transmission 
lines will pass, Gulf Power Co. has never been approached by Southeastern 
Power Administration on any sort of arrangement for distributing the power: 
further, it is a matter of record that Gulf Power Co. is a party to the original 
proposal made in March 1950. 

The proposed line is 42 miles in length. The cost is given by Southeastern 
Power Administration as $1,144,000, which means that the line is to cost $27,000 
a mile. It is a 115-kilovolt line. The justification does not state the conductor 
size. We build at today’s prices 115-kilovolt lines of adequate conductor size at 
less than half that cost. 

While the Gulf Power Co. opposes this entire transmission program in the 
Southeast, we specifically oppose this particular line. Our company is in the 
unique position of having a transmission line that goes directly into the Jim 
Woodruff project. We have supplied every kilowatt-hour of construction power 
that has gone into building Jim Woodruff, and we have supplied it over this 115- 
kilovolt transmission line that goes right into the project. 

This line of ours alone is more than sufficient to carry the entire output of the 
Jim Woodruff Dam, even though no other lines were constructed. 

I would like to read you this statement made by Mr. C. B. McManus, president 
of the Southern Co., in Atlanta, on July 31, 1950, before the President’s Water 
Resources Commission. 
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“We do not oppose these river developments. We have built many of them 
ourselves, and where we cannot economically justify the building of them our- 
selves we will not take a dog-in-the-manger attitude. They are an asset to the 
community and to the State. We have cooperated and we will cooperate with 
such developments as being in the public interest.” 

That has been our position. That was our position in the case of Jim Woodruff. 

Gulf Power Co. has under construction, only 2 miles from the Jim Woodruif 
Dam project, a steam-generating plant known as the River Junction plant. That 
plant will come into operation in the fall of this year with one 40,000-watt unit, 
and the second unit of the same size will come in approximately a year later. 

We did not select the location of our River Junction steam plant as a competi- 
tive measure in any sense against the Jim Woodruff. project. That location was 
selected after a careful study of the requirements of our integrated system. We 
looked at many locations. We looked at Panama City, Fla. We looked prin- 
cipally for a location where the plant would serve the anticipated firm-power 
requirements of the eastern portion of the Gulf Power Co. system, the south- 
astern portion of the Alabama Power Co. system, and the southwestern portion 
of the Georgia Power Co. system, and also where suitable cooling water was 
available. 

We knew that Jim Woodruff would not be of value in meeting firm-power de- 
mands in that area because there is no firm power in the Jim Woodruff project. 
Our engineers have made a careful study of the river, and they have found that 
over the last 20 years there is an average of 23 days a year in which there is not 
any power at Jim Woodruff at all, because it is flooded out. 

Our River Junction plant, interconnected as it is with the Southern Co. sys- 
tem, is ideally situated to firm up the deficiency of power in the Jim Woodruff 
project. 

Applying to the latest estimated figure of Jim Woodruff construction cost of 
$46,000,000, the Army engineers’ fixed-cost percentage of 4.6 percent, which is 
made up of 3-percent interest, 1.2 percent of amortization, and 0.4 percent for 
maintenance, the fixed cost on the plant would be $2,021,000 a year, and when you 
take all the power that is claimed for Jim Woodruff—and, none of it is firm— 
you find that the cost of Jim Woodruff power is going to range from 1 cent to 2 
cents per kilowatt-hour. 

Gulf Power Co. is building this year, and will have completed before the end 
of this year, a line from the River Junction plant to Panama City. The Gulf 
Power Co., in conjunction with Alabama Power Co., is building another 115-kilo- 
volt line from River Junction to connect with the Alabama Power Co. system. 

Right-of-way is being applied for on that line now. The materials are on 
order. That will be completed in 1953, next year, long before Jim Woodruff 
comes into operation. 

Gulf Power Co., in connection with Georgia Power Co., is building another 
115-kiloyolt line from River Junction up to Albany, Ga. Rights-of-way have 
already been secured on portions of that line; the materials are on order, and 
that line, too, will be completed in 1953. 

Thus the Jim Woodruff area will be a virtual hub of transmission lines. How- 
ever, Gulf Power Co.’s existing line into Jim Woodruff is alone more than suf- 
ticient to carry all of the power that will be produced from Jim Woodruff. 

Our company has historically furnished adequate service at reasonable prices. 
Among our other customers we serve four rural electric cooperatives: the West 
Florida Electric Cooperative, the Escambia Electric Cooperative, the Gulf Coast 
Electric Cooperative, and the Choctawhatchee Electric Cooperative. 

Those cooperatives serve 14,800 customers. Our relations with them have been 
excellent. We have worked out plans whieh are mutually satisfactory to the 
cooperatives and to Gulf Power Co. We have no trouble with them. We have 
made successive reductions in the wholesale rates at which they buy power. 

In 1940 the cooperatives paid us 1.24 cents per kilowatt-hour, and through suc- 
cessive reductions their average price in 1951 was 7.2 mills per kilowatt-hour. 

Edison Electric Institute estimates that 81.7 percent of all Florida farms are 
now electrified. That estimate appears in Bulletin 169 of the magazine Elec- 
tricity on the Farm. 

Last year, in 1951, Gulf Power Co. paid $1,750,000 in taxes. We have 543 pre- 
ferred stockholders. But, in addition to that, a great many Florida people have 
a stake in their power company through their ownership of common stock in the 
Southern Co. 

Some 2,641 Southern Co. stockholders live in the State of Florida. Their 
average holdings are 122 shares. In the four States in which we operate, 12,685 
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Southern Co. stockholders live, and their average is 143 shares. In the 11 
Southeastern States there are 20,079 stockholders of our companies, common 
stockholders. The average holding is 159. 

Gulf Power Co. is engaged now on a 3-year construction program that amounts 
to $27 million. We certainly are not remiss in building new facilities to take care 
of our area. 

We have demonstrated our ability to do this job. Our credit is such that we 
ean finance this construction program, and this money that we are going to spend 
is going to be money which is productive of taxes—productive of local taxes, 
State taxes, Federal taxes, 

Gulf Power Co, will distribute this Federal reservoir power; we will do it 
under the arrangement that Mr. Branch described this morning; we will-do it 
without profit; we will distribute it in accordance with every provision of 
section 5 of the Flood Control Act of 1944. We will see to it that a full market 
is provided for all the power produced at these Federal reservoir projects, and 
we will do it at the lowest possible cost. We respectfully urge you to deny the 
requested appropriation for transmission lines. 


STATEMENT OF L. P. SWEAT, PRESIDENT OF THE MISSISSIPPI 
POWER C0. 


SEPA TRANSMISSION LINES OPPOSED 


Mr. Sweat. Mr. Chairman, may I file a statement on behalf of 
Mississippi Power Co., to conserve your time? 

Senator Haypen. Very well. 

(The statement referred to follows :) 


STATEMENT OF MISSISSIPPI POWER Co. IN OPPOSITION TO THE APPROPRIATION OF 
CERTAIN FUNDS REQUESTED BY THE SOUTHEASTERN POWER ADMINISTRATION FOR 
THE FiscaL YEAR 1953 


My company, the Mississippi Power Co., is a privately owned electric utility 
which generates, distributes, and sells electric energy in 23 counties of the south- 
eastern section of Mississippi. At present it employs 618 people and is furnish- 
ing electric service at retail to 85,177 customers. At the end of 1951 the 
company’s total investment in electric generating, transmission, and distribution 
facilities amounted to $40,624,596. <A total of $31,075,477 has been expended 
for new construction since 1940. It is now contemplated that $18,311,000 will be 
required for this purpose for the years 1952 to 1954, inclusive. 

It is also furnishing the wholesale power requirements of all the REA-financed 
cooperatives Who are distributing and selling electric energy to farms and rural 
people in the company’s service area. These 6 cooperatives are served through 
21 different delivery points, and their average rate for all electric energy pur- 
chased from Mississippi Power Co. for the year 1951 was 5.9 mills per kilowatt- 
hour. In the first vear of their operations, 1939, this average rate was 1.24 
cents per kilowatt-hour. Rates for all other classes of service have likewise 
been reduced as is evidenced by a comparison of the average rate of 13.6 cents 
per kilowatt-hour in 1925 (the first year of the company’s operation) for resi- 
dential service to 3.19 cents in 1951. 

Mississippi Power Co. is actively assisting in the industrial and economic 
development of its territory. From an industrial development standpoint we, 
since 1940, have assisted in locating 109 new industries in various communities 
in which we operate, providing 9,210 new jobs. 

Through taxes my company pays a substantial portion of its revenue from 
electric sales for the financial support of local, State, and National Governments. 
For the year 1951 my company’s total taxes amounted to $2,943,570, or 29.4 cents 
of each dollar of its revenue. 

Mississippi Power Co., a subsidiary of the Southern Co., is associated with three 
other adjacent electric utilities—namely, Alabama Power Co., Georgia Power 
Co., and Gulf Power Co., all of which are likewise subsidiaries of the Southern 
Co. The power plants and transmission systems of these four companies are 
integrated and from a power supply standpoint are operated as one system. 


98400—52——-77 
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While the appropriations requested by SEPA for the 1953 fiscal year do not 
contain funds for the construction of transmission lines in my company’s ter 
ritory, we oppose the appropriations of the funds requested because they em 
brace the construction of transmission lines in the territory of our associated 
companies, and such appropriations will eventually lead to appropriations of 
funds for our territory. Our opposition is further based on the fact that we 
strongly believe that the Federal Government should allocate the power gen 
erated at Federal reservoir projects to the private utilities operating in the 
territories adjacent to the Federal reservoir projects for distribution by those 
utilities over their own systems. 

Under date of March 24, 1950, the Mississippi Power Co. and its associated 
companies submitted a proposal to SEPA which would assure the most eco 
nomical distribution of all Federal reservoir power allocated for use within 
the Southern Co. territory, in accordance with the preference and other provi 
sions of section 5 of the Flood Control Act of 1944. Under this proposal we would 
agree to deliver this power to the preference customers without profit to us and 
to integrate the reservoir power from all Federal projects in the area with the 
Southern Co. system. This would greatly increase the firm marketable power 
available from these projects. 

From that time to date many metings have been held with Government repre 
sentatives in an effort to conclude such an agreement. Such an agreement 
would enable the Federal Government to market the Federal reservoir power at 
a lower cost to preference customers in the territory than might be done by the 
Government with its own or separate transmission system. Moreover, the 
marketing of such power by means of the existing transmission system would 
save much-needed tax money, would avert unnecessary duplication, and would 
prevent the use of a considerable quantity of critical materials. 

The SEPA request for appropriations for the 1953 fiscal year does not embrace 
funds for any transmission lines for the territory of my company, but it does 
embrace funds for the construction and preliminary engineer plans for trans 
mission lines in the territory of my company’s associates. We object strenuously 
to the appropriating of the funds requested for transmission lines because those 
appropriations are not necessary, and will lead to duplication of the transmis 
sion lines of my sister companies and loss of some of their customers. If such 
appropriations are made, we may reasonably expect others at a later date for 
duplicating lines in our company’s territory. 

Such transmission lines are not necessary to market Federal reservoir power 
in the service areas of the Southern Co.’s group of utilities. Therefore, SEPA 
in asking for funds for such lines implies it is seeking to destroy the privates 
owned utilities of the Southern Co. group. 


Annual wholesale power sales to REA-financed electric cooperatives 


Number Annual 


Calendar year > } | 
° yer SO aS | rs 
Power source Kilowatt- | 


Cooperatives |from Mississippi hours | Revenue 
| PowerCo, | . 


Revenue per 
kilowatt-hour 
Cents 
$2, 203 
15, 669 
58, 456 
79, 274 
95, 667 
164, 578 
193, 411 | 
206, 553 
176, 146 
235, 313 | 
293.007 | 
351, 758 | 
398, 389 
430, 717 


REMARKS 
Mississippi Power Co. is furnishing the wholesale power requirements of al! 


the REA-financed cooperatives who are distributing and selling electric energ) 
to farms and rural homes in the southeastern section of Mississippi, the sec 
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tion in which Mississippi Power Co. operates. Those power requirements in their 
entirety have been purchased from the Mississippi Power Co. ever since the 
cooperatives began operations. 

MISSISSIPPI POWER COMPANY 


Average Price of Electric Service 
Per KWH of Annual Sales 
For Residential Users 


Senator Haypen. Mr. Clapp, president of the Florida Power Co., 
wanted to be heard. 

Mr. Cuarr. Yes. 

Senator Haypen. Suppose we come back at 2 o’clock this afternoon, 
and you are the remaining representative of the power companies to 
be heard. 

Then we have a list of gentlemen from the cooperatives: Mr. Bev- 
erage from North Carolina ; Mr. Thompson from Alabama; Mr. Lewis 
from South Carolina; and Mr. Smith of West Vi irginia, and those 
gentlemen desire to be heard. 

The committee will stand in recess until 2 o’clock. 


AFTERNOON SESSION 


(The committee reconvened at 2 p. m., upon the expiration of the 
recess. ) 

Senator Haypen. The committee will be in order. 

You may proceed, Mr. Clapp. 


STATEMENT OF W. J. CLAPP, PRESIDENT, FLORIDA POWER CORP., 
ST. PETERSBURG, FLA. 


JIM WOODRUFF DAM—TALLAHASSEE TRANSMISSION LINE 


Mr. Cuarp. I am W. J. Clapp, President of the Florida Power 
Corp., with headquarters in St. Petersburg, Fla., serving some 31 
counties in south Florida, and owning a subsidiar Vv company known 
as the Georgia Power & Light Co., serving the southern part of 
Georgia. 





1218 INTERIOR DEPARTMENT APPROPRIATIONS, 1953 


We are a wholly independent company, with about 16,000 stock- 
holders scattered over the 48 States, with approximately 1,600 of 
them being in Florida. Our largest stockholder is Harvard Univer- 
sity, and they own less than two percent of our outstanding stock. 

We appreciate the opportunity of appearing before you today, and 
we would like to thank the committee and its. staff for its help in 
arranging this meeting, and allowing us to appear. 

To my right here is a representative of the Florida Power and 
Light Company. They are not entering into this hearing, but they 
are interested in that their territory lies adjacent to ours. His com- 
pany also is an independent company, but we do interconnect. We 
have a physical interconnection, with no financial interconnections. 

The same is true of the company that lies to the north and west of 
our property. We are physically interconnected, that is, with trans- 
mission lines, but not financially interconnected. 

We are an entirely independent company. 

We are particularly concerned about the proposed 115,000-volt line 
to be built from Jim Woodruff Dam to Tallahassee, at what we under- 
stand is an ultimate cost of $1,144,000, with the first $25,000 to be 
appropriated in the fiscal year 1953. 

It is said that this facility will accomplish four different purposes, 
the first of which is to serve the Talquin REA. 

I would like to point out the one that we started serving, Talquin 
REA, when they first went into existence in 1942, I believe, and we 
have been serving them with two-way service ever since, 66,000 volts. 

You can see that to serve Talquin REA with this proposed line 
means that the power would have to be transmitted from Jim Wood- 
ruff at 115 thousand volts down to Tallahassee and then the South- 
astern would have to get together with us and under some arrange- 
ment for transmitting power from Tallahassee up to Talquin; whereas 
if power could be brought directly from Jim Woodruff to our line, 
which interconnects with Mr. ’Crist’s power company right below 
the dam site, we could transmit it then through out own line through 
Quincy and step it down to 66,000 volts and take it to Talquin with- 
out the cost of almost $1,250,000 for the transmission lines here. 

We understand that the second justification for construction of 
this line is to serve the Seminole Electric Cooperative, which is the 
supercooperative that consists of five individual REA’s beginning at 
Tri-County, Suwanee Valley, Central Florida, Sumpter, and Withla- 
coochee. 

POWER SERVICE TO COOPERATIVES 


Those cooperatives have formed together to call themselves the 
Seminole Cooperative in order to be able to take some of this Jim 
Woodruff power. 

We have been serving all of those five cooperatives ever since they 
were organized, and we contend this proposed $1,280,000 line will in 
no way improve service to those pevgies at the same time it will 
require that we get together with Southeastern at Tallahassee again, 


step the power from 115,000 volts down to 66,000; carry it to our 
Quincy substation, step it back up to 115,000 volts and take it on over 
to Greenville, where it can serve Tri-County, transmit it on down to 
these other five. That will actually be a distance of about 290 miles 
to get down to the fartherest southerly point. 





INTERIOR DEPARTMENT APPROPRIATIONS, 1953 1219 


So you can see that this line has no direct bearing on adequate 
service to these five cooperatives. 

This proposed 44-mile line is not necessary from an engineering 
or economic standpoint to serve those five preference customers. 

The third reason assigned to the justification for this Jim Wood- 
ruff-Tallahassee line is to interconnect and integrate the Southeastern 
power system with the city of Tallahassee. 

In our prepared statement which is on file with the committee, we 
have submitted exhibits, as evidenced in the back, from the city of 
Tallahassee, in which they state that they have now signed a con- 
tract with us for integration and interconnection so that we can help 
out each other in emergencies; which precludes the necessity of the 
Jim Woodruff power being brought directly into Tallahassee, 


POWER RATES 


Senator Haypen. At what rate do you supply power to the Talquin 
REA? 

Mr. Ciarr. We supply them at a demand charge of $1 per kilo- 
watt, plus energy at 5 mills. 

Our average rate to them has been just slightly over 10 mills in the 
12 months ending 1951. 

Senator Haypen. Is that the uniform rate to all the REA’s? 

Mr. Crapp. All our REA’s are on the same rate. Where we own 
a substation, the unit charge is increased from 5 to 6 mills. 

In a majority of the cases, I believe now the REA’s own their sub- 
stations and, of course, they are on a 5-mill instead of a 6-mill rate. 

Senator Haypen. What is your rate to Tallahassee? 

Mr. Crarr. The same rate. 

Senator Haypen. What other ne are there in Florida, 
in your territory, that you supply? 

Mr. Ciapr. At wholesale? 

Senator Haypven. Yes. 

Mr. Ciapp. We supply six municipalities in Florida at the whole- 
sale rate; which, for the larger ones, that we supply, is the same rate 
that we have with the REA’s. 

IT am thinking particularly of the city of Ocala, where we just 
recently installed service there, a new substation and everything, 
and it 1s at $1 per kilowatt demand, plus 6 mills, because we own the 
substation. 


POWER GENERATION 


Senator Haypen. I assume that all your power is generated with 
coal or oil; is that right? 

Mr. Crarp. Oil, except for a small amount at the power plant at 
Jackson Bluff. 

We have an 8,800-kilowatt power plant there, which we can use 
to some advantage, but it does not account for as much as 4 percent 
of our total output. 

Then we do have a smaller hydro plant on the Withlacoochee River 
and another one down there somewhere. 

Senator Haypen. May I assume that some of the REA’s and some 
of the municipalities generate most of their own power? 
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Mr. Crapp. There is one REA that has a Diesel power plant in 
our section of the State, Clay County. They have been generating 
theirs for quite a while and they buy a portion from us. 

Senator Haypen. Then do the rest of them use it entirely? 

Mr. Ciarr. We supply the entire requirements of eight REA’s in 
our territory; yes, sir. 

There are one or two municipal plants in our territory that are 
supposed to take care of the entire requirements, and except in some 
cases we have interchange agreements with them, where we help out 
each other in emergencies, such as the city of Orlando, for instance, 
in the central part of the State. 


INTERCONNECTION WITH FLORIDA POWER 


So with an interconnection and integration having been worked 
out with the city of Tallahassee, there is no reason for bringing power 
directly from Jim Woodruff into Tallahassee. 

Evidence to the fact that we have gotten together with the city of 
Tallahassee is filed in this statement. 

Senator Haypen. How long a term of contract do you have? 

Mr. Crarp. It is on a year-to-year basis. 

The fourth reason assigned for the justification of this Jim Wood- 
ruff-Tallahassee line, as the Southeastern Power Administration 
states, is that this facility would be used to interconnect with the 
Florida Power Corp. system. 

Certainly an examination of the map will easily prove that the 
shortest and simplest way of interconnecting with the Florida Power 
Corp. would be within less than a mile distance, to tie right in at the 
dam itself, utilizing this 115,000-volt line that we already have at that 
point, and which is tied into our system here at a major substation in 
Quincy, Fla., and which, in turn, ties on into the balance of our system ; 
which, in turn, is integrated, interconnected with the Georgia Power 
Co. through a 115,000-volt line. 

Of course, you can easily see that they have lines that make actually 
115,000 looping all around the area that is under consideration here. 

Incidentally, that area of south Georgia, southeast Alabama, and 
north Florida, has now under construction a considerable amount of 
power-plant capacity, which, with what is in existence and what is 
now being constructed, almost approaches 400,000 kilowatts avail- 
able as compared with the 30,000 that we discussed. 


FLORIDA POWER SUPPLY 


Senator Haypen. Have you had any shortage of power up to now? 

Mr. Cuarr. This area in north Florida has not had adequate power 
in certain areas because of limited Diesel facilities, and we have just 
bought three towns in that area where they had Diesel plants that 
were not sufficient. 

As a result, we built this 115,000-volt line across north Florida, and 
now are in the process of connecting those towns to our system. 

So we are changing that area from one of power deficiency to one 
of adequacy. 

One of the purposes of this line is to interconnect with the Florida 
Power Corp. 
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Then we contend that the simplest way of doing it would be to 
connect right at the Jim Woodruff Dam and to get together with us 
to transmit the power, because the capacity of our lines from Jim 
Woodruff Dam over into our system is the same as the capacity that 
Mr. Crist outlined this morning, that runs west from Jim Woodruff 
Dam. 

Our line will take 30,000 and has taken 30,000 many times. 

Senator Haypen. Have you made any written proposal to the 
Southeastern Power Administration ¢ 

Mr. Cuarp. Yes; and I would like to explain just what has 
transpired over the past years since it was created. 

Mr. Creim, of course, was the Administrator, and, of course, it 
happened right after he was appointed to that office that he was in 
St. Petersburg and he came by our office and I went to lunch with 
him. We discussed this power situation with him. He asked us 
what our stand would be and he said, “Well, we have not gone into 
the thing, but we would be glad to talk it over anytime you would 
see fit. We would ordinarily think we would handle it in the same 
manner that the other companies in the Southeast did that got 
together with you on it. There is a relatively small amount of power 
available at Jim Woodruff and we assume that not more than half 
of it would come east in our direction, but we would certainly be 
glad to get together with you at any time.’ 

We did not hear from Mr. Creim and the next thing we did know 
about the situation was when they filed for a request in an appro- 
priation in the House bill. 

So immediately we dropped a letter to Mr. Creim and asked if 
there was not a possibility of our getting together on negotiating 
this matter so that it would eliminate their building of this million 
and a quarter line to Tallahassee, because we did not think it would 
accomplish a thing from an engineering standpoint. 

It was at about the time Mr. Creim was sick, so that an answer 
did not come through until the middle of February. I think the 
letter was acknowledged and stated that the acting Administrator, 
as soon as he could get to it, would contact us. 

On April 22 of this year we did have the letter from Mr. Leavy, 
in which he said that he would get in touch with us when he got 
ready. He said he was a little ‘disappointed, that he thought we 
wanted to keep these REA’s as our customers. 

Mr. Leavy’s letter is attached in this exhibit, to that effect. 

We have replied to him that we still would like to talk with him, 
although we think we are certainly within our rights to ask that we be 
allowed to transmit that power for him, but we would like to keep those 
people as our customers because we have lived with them all through 
these years. We have certain investments that are directly chargeable 
to the service we have been rendering and will continue to render, and 
we would like to do business with them. 

Senator Haypen. Apparently there have been more negotiations 
with the Georgia Power Co. than with any other. Ifa settlement were 
to be arrived at with the Georgia Power Co. on any basis that you know 
about, would that principle be satisfactor y to your group ¢ 

Mr. Criarr. I would say offhand that it probably would, sir, be- 
cause that is subject to review because we may have a little bit ‘different 
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proposition than the Georgia Power Co. We may have a little bit 
different circumstances. 

Senator Haypen. I am talking about the principle. 

Mr. Crarr. In principle; yes, sir; we think we should be allowed to 
keep our customers. That is the main contention. 

Senator Haypen. The concern on the other hand, as far as the pre- 
ferred customers of the Government are concerned, is how cheaply 
they can get their power. 

Mr. Crapp. Yes. Well, we have, in fact, encouraged our REA’s 
to apply for the power. If itis available and they can save some money 
on it, we don’t blame them for trying to get it as much as they can. 

But we have, at the same time, asked them to please allow us to con- 
tinue to serve them the balance of the power. 

We have been serving these REA’s, as I say, since their beginning, 
and you will notice that each REA connection is served by what we call 
a two-way feed. For instance, at Greenville, we can serve either from 
the Quincy area substation, which is interconnected with the Gulf 
Power Co. and goes on into Alabama, or we can serve from the major 
portion of our system, from the Jasper substation through this 115,000- 
volt line. So we have 2-way service to 14 points that we serve on these 


5 REA’s. 


POWER EXPANSION BY COMPANY 


At the same time, we are now in the process of installing a. 30.000 
unit at the plant site here at Suwanee River, known as Ellaville. That 
plant will tie directly into this Jasper-Quiney 115,000-volt line. 

So that that gives further assurance of adequate power for the area. 


That plant is approximately 100 miles east of Mr. Crist’s river 
junction plant, which is considered a fairly good engineering practice, 
a power plant about every hundred miles on a transmission service. 

And we have on order for installation in 1954 the second unit of that 
plant, another 30.000. ‘The first unit we hope to have ready to operate 
by December of this vear. 

We feel like that the Jim Woodruff project is limited during periods 
of extremely hich water, and during periods of extremely drv weather. 

We know, from the operation of this little hydro plant of our own. 
which is, I would say. somewhat similarly situated as far as height 
of fall is concerned, that there are certain periods in the year when 
we cannot get a kilowatt from that plant. during drought or during 
extremely high water. 

We feel that for that reason, as much as anvthing else, we should 
be allowed to keep the REA’s as our customers, because Jim Woodruff 
would not be able to supplv even as much as 50 percent of their total 
requirements after Jim Woodruff goes into operation, and since we 
have to firm up that major portion of the total power requirements, 
we feel that we should deal directly with the REA’s rather than turn 
them over to the Southeastern Power Administration. 

We feel that since the purpose of the Southeastern Power Admin- 
istration is to market the power available out of this Jim Woodruff 
and not to build or buy steam generation, that we should not sanction 
their going actually into competition with us. Therefore, we feel: 
that we can adequately handle power, and since my company is willing 
to transmit this power from Jim Woodruff in the quantities and to the 
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preference customers designated by the Southeastern Power Admin- 
istration, we feel that we should be allowed to continue to do business 
directly. 

The problem is simple. It is just a matter of connection within less 
than a mile of the Jim Woodruff down to our system, and that is the 
simplest and most economical answer to the question all the way 
through. 

So, therefore, we ask your consideration in elimination of the 
$25,000 requested for plans and surveys for the Jim Woodruff-Talla- 
hassee 115,000-volt line. 

Thank you, sir. 

Senator Haypen. Thank you. 

Mr. Sloan. 


STATEMENT OF JOHN B. SLOAN, CHAIRMAN, GREENWOOD COUNTY 
ELECTRIC POWER COMMISSION, GREENWOOD, S. C.; AND OSCAR 
A. MOORE, GENERAL MANAGER 


CLARK HILL-GREENWOOD TRANSMISSION LINE 


Mr. Stoan. Mr. Chairman, I am J. B. Sloan, chairman of the Green- 
wood County Electric Power Commission, Greenwood, S. C., which 
is the hydroelectri ic power owned by Greenwood County. 

Mr. Chairman, we have filed with the secretary several copies of a 
memorandum and we would like to file a copy of our statement for your 
record, if we may. 

Senator Haypen. Yes; that will appear in the record at this point. 

(The material referred to follows:) 


STATEMENT OF JOHN B. SLOAN, CHAIRMAN OF GREENWOOD CoUNTY ELECTRIC POWER 
COMMISSION, OF GREENWOOD, 8. C. 


Greenwood County Electric Power Commission, hereinafter referred to as the 
commission, is engaged in the business of selling electric energy to wholesale 
customers for consumptive use and to cooperatives and municipal corporations 
located in Greenwood, Laurens, Newberry, and Abbeville Counties for resale 
purposes. The commission operates generating plants, transmission and dis- 
tribution systems, which are owned by Greenwood County in the State of South 
Carolina. 

The commission, which is the managing board, has been interested in Clark 
Hill since its inception and filed its application for Clark Hill power with the 
Secretary of Interior January 14, 1948. On April 20, 1951, the commission 
entered into a contract with the Southeastern Power Administration. This con- 
tract was approved by the Secretary of Interior May 16, 1951. In this contract, 
the Government agrees to deliver power and energy to the commission at a sub- 
station constructed by the Government in the vicinity of Greenwood, S. C. 

Your committee, during the first session, restored the following facility: Fea- 
ture identification: Clark Hill to Greenwood; description: 41 miles of 115-kilo- 
volt, single circuit, transmission line, complete with terminal facilities; total 
cost : $1,172,000. 

The last Congress appropriated $318,500 toward this line and the House of 
Representatives approved the completion of this project on March 26, 1952. The 
commission is asking that the Government provide the necessary funds for the 
completion of the line to Greenwood. 


COMPLETION OF LINE 


Mr. S1roan. We do not want to take up too much of your time. Tam 
simply appearing before your committee asking that the Govern- 


ment provide the necessary funds to complete the line from Clark 
Hill to Greenwood. 
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During the first session, your committee restored this facility from 
Clark Hill to Greenwood, and approved it at a total cost of $1,172,000. 

The last Congress appropriated $318,500 toward construction of 
the line, and the House of Representatives approved completion of 
this project on March 26, 1952. 

Our commission is asking that the Government provide the neces- 
sary funds for the completion of the line to Greenwood. There is a 
contract, as I understand, with the Southeastern Authority for the 
completion of the line in delivery of current under the contract, for 
which we made application, I believe, in 1948, and it was approved 
and executed in 1951. . 

Senator Haypen. There was testimony before this committee that, 
in lieu of the Government building a line, that your cooperative, within 
the past year, had proposed to build it yourself. Is that correct ? 

Mr. Stoan. No and yes. In our first application we proposed to 
build a line, if necessary, but we did not know how the line would be 
divided. But we needed the assistance of that current in our terri- 
tory. We first proposed to build a line. But that did not work out, 
and the Southeastern authorities then agreed to build a line. 


WHEELING CONTRACT 


Senator Haypen. The thing that I could not quite understand was 
that, according to the testimony we have had here, if the Southeastern 
Power Administration built the line you were to receive the power 
in your district at a higher rate than you would pay for it if you 
went down to the source of the power. Is that correct ? 

Mr. Stoan. We never had a bus-bar contract, a bus-bar proposal 
from Southeastern. Of course, naturally, if we got the line we would 
expect a low rate. But our contract negotiated and executed called 
for delivery to our facilities at Greenwood. 

Senator Haypen. At what rate? 

Mr. Stoan. I am not an engineer, but it does not miss 7 mills very 
far on your primary 10,000 kilowatts. Of course, we expect to reduce 
that by 100-percent load factor, and when they have excess water 
supply then automatically that is reduced accordingly in proportion 
to our consumption under our contract. 

We installed facilities there, I think, to take care of 40,000 kilo- 
watts. 

Senator Haypen. Does your cooperative cover the whole county? 

Mr. Stoan. The county owns this power project, which is a hydro- 
electric. Then the Greenwood County Cooperative is also county- 
owned. 

While they are two corporations, the same commission operates the 
cooperatives in Greenwood County and the power plant. 

We also supply current to the REA’s in the counties of Newberry, 
Laurens, Greenwood, and Abbeville, and we supply the municipalities 
of those counties. We are the wholesalers. 

But the Greenwood County also owns the cooperative in Green- 
wood County. 

Senator Haypen. The way it was represented last year—and that 
testimony was repeated this year—was that the two private power 
companies in the area, the two companies coming up in your terri- 
tory, had agreed that they would connect up and build a transmission 
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line to carry the power to you. Was that proposal more expensive to 
you than if either you went down and had a bus-bar contract, or if it 
were delivered to you by the Southeastern Power Administr¢ ation? 

Mr. Stoan. The power companies never made us any rate; in any 
discussions they never made a rate. But they were forced to bring 
it in there by Laurens, Newberry, and what have you. There is about 
a fifteen-hundred-mile circuit there and they have a question of inter- 
ference. 

Senator Haypen. I understand they can do that immediately that 
way, but they propose to build, connect up, and would only have to 
build 20 miles of transmission line. 

It would not be quite parallel to this line that goes direct from 
Greenwood to Clark Hill, but in a comparable distance. 

Mr. Stoan. Let me say that there is no parallel facility in this area 
at all. The South Carolina Electric & Gas does have a small line up 
in the area of McCormick, or probably to McCormick, about 20 miles 
past there. They have that. They are speaking of building high 
voltage, 115 kilovolt to McCormick, but that is not under construction, 
and the whole area from Clark Hill to Greenwood is not served and 
there would be no parallel service. 


POWER RATES 


Senator Haypen. And if they undertook this work, you do not 
know at what rate you would obtain the power; is that right ? 

Mr. Moore. May I answer that? 

Mr. Stoan. Yes, sir. 

Mr. Moore is the engineer. 

Mr. Moore. It is 7 mills approximately. The original was 90 cents 
kilowatt demand, and 4 mills energy ; which is a 42-percent load factor 
and about 7 mills power. 

Senator Haynen. If the volume of power were higher, would the 
rate come down ¢ 

Mr. Moore. That is directly with reference to the contract with 
Southeastern. From the beginning we have had a contract with South- 
eastern to deliver power in the vicinity of Greenwood at our sub- 
station. 

I see what you are getting at. I might insert that the line is under 
construction because of the survey, that 115-kilovolt line from near 
Clark Hill on up to McCormick. _ all that has come to pass since 
Clark Hill’s inception, you might say, or construction. 

Mr. Stoan. Did they construct a tine, or are they surveying the line? 

Mr. Moore. They are surveying the line, which puts the line under 
construction, sir. That is through the Duke Power Co. 


1952 APPROPRIATION 


That brings about what you asked in the beginning there of Mr. 
Sloan as to our constructing the line. We sat on the side ee from 
the time that your committee restored this back last yea It was 
approved for the initial $318,000 until about the first of ie y year, wait- 
ing for Southeastern to negotiate, with whom we had the contract. 
We waited for them to negotiate with the other companies, mainly 
Duke, and Mr. McMenamin, of South Carolina Electric & Gas. 
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Seeing we were not getting anywhere too fast, we investigated the 
material situation and ‘just about tied up the line. By “tying up the 
line” I mean it is getting your hands on the material to start construc- 
tion. That is what we did. 

The next thing was a directive from the Secretary of the Interior 
directing that that line be started by Southeastern Power Adminis- 
tration. 


BUS-BAR RATE 


Mr. Stoan. But you never did have any contract for Southeastern 
to supply you current at the bus bar, did you? 

Mr. Moore. Well, it was agreed with Mr. Creim that we build our 
line down there. 

Senator Haypen. What was the rate at the bus bar? 

Mr. Moore. Seventy-five percent demand, and four mills energy. 

Senator Haypen. On the other hand, if Southeastern Power would 
build it, it was 90 delivered to you. 

Mr. Moore. That original contract was 90 cents and 75. 

Senator Haypven. Has that price been reduced from 90 to 75 deliv- 
ered to you? 

Mr. Moore. Yes, sir; with an amendment to the contract. That 
is the reason why we are spending about $307,000 there in terminal 
facilities at Greenwood, but the original contract did not call for us 
spending that money. 

Senator Haypen. Would the Government have spent it? 

Mr. Moore. Yes, for the primary substation at our terminal. 

Senator Haypren. Then the Government investment would not be 
as great under the new arrangement as it was under the old one, would 
it? 

Mr. Moore. It should not be, sir; not quite. 

Senator Haypen. That was not clear before. The impression I 
got was that it simply dropped the rate from 90 to 75 and proposed 
to render the same service for 75 cents delivered as for 90. That 
is not correct, is it? 

Mr. Moore. We could not go too far, because we never had a con- 
tract to get it at the bus bar, sir. 

Senator Haypen. You had a quotation, I suppose. 

Mr. Moore. At the bus bar? 

Senator Haynen. Yes. 

Mr. Moore. At 75; ves, sir. At the lower rate. 

Senator Haypen. Thank you. 

Mr. Moore. Thank you, sir. 

Senator Haypen. Mr. Beverage. 


STATEMENT OF L. P. BEVERAGE, PRESIDENT, EASTERN NORTH 
CAROLINA ELECTRIC MEMBERSHIP CORP. 


PURCHASE OF BUGGS ISLAND DAM POWER BY REA COOPERATIVE 


Senator Haypen. I understand you have a prepared statement and 
also a list of members. 

Mr. Beverace. Yes, sir. 

Senator Haypen. That will all be included in the record at this 
point. 

Mr. Beverace. Thank you, sir. 
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(The material referred to follows :) 


NortH CAROLINA PEOPLE PRESENT WHOSE NAMES SHOULD BE PLACED IN Recorp As 
APPEARING 


1. L. P. Beverage, president, Eastern North Carolina Electric Membership Corp. ; 
manager, Four County Electric Membership Corp., Burgaw 
2. T. Foley Treadway, Jr., engineer, Eastern North Carolina Electric Member- 
ship Corp., Tarboro 
. V. E. Taylor, manager, Roanoke Electric Membership Corp., Rice Square 
. W. W. Bullock, manager, Woodstock Electric Membership Corp., Belhaven 
5. D. D. Rice, acting manager, Pamlico-Beaufort Electric Membership Corp., 
Grantsboro 
3. D. J. Dalton, manager, Lumbee River Electric Membership Corp., Red Springs 
. Wilborn C. Carlton, manager, Carteret-Craven Electric Membership Corp., 
Morehead 
. G. L. Rucker, manager, Edgecombe-Martin County Electric Membership Corp., 
Tarboro 
. J. B. Weaver, Attorney, Roanoke Electric Membership Corp., Rich Square 
. L. W. Pelletier, president, Carteret-Craven Electric Membership Corp., Stella 
. J. A. Williams, board member, Tri County Electric Membership Corp., Seven 
Springs 
. Connie Stuckey, director, Tri County Electric Membership Corp., Pikeville 
. A. B. Ellis, board member, Randolph Electric Membership Corp., Millboro 
. J. B. Knox, director, Pamlico-Beaufort Electric Membership Corp., Ernul 
. C. FE. Young, director, Wake Electric Membership Corp., Wake Forest 
. J. E. Shearon, manager, Wake Electric Membership Corp., Wake Forest 
. J. H. Hargrove, director, Randolph Electric Membership Corp., Siler City 
.. Zell Brown, secretary, Randolph Electric Membership Corp., Asheboro 
. J. T. Powers, board member, Randolph Electric Membership Corp., Bennett 
. W. H. Powell, director, Lumbee River Hlectric Membership Corp., Rowland 
. John Kershaw, manager, Tri County Electric Membership Corp., Goldsboro 
. J. P. Bailey, director, Wake Electric Membership Corp., Wake Forest 
23. Freely Smith, secretary, Tri County Electric Membership Corp., Pink Hill 
. J. R. Powell, director, Four County Electric Membership Corp., Elizabethtown 
». C. E. Macon, president, Randolph Electric Membership Corp., Asheboro 
. R. H. Upchurch, director, Randolph Electric Membership Corp., High Falls 
. C. E. Stevens, director, Four County Electric Membership Corp., Council 
28. E. O. Day, director, Carteret-Craven Electric Membership Corp., Lola 
. J. J. Malpass, president, Four County Electric Membership Corp., Burgaw 
. BE. L. Cooke, director, Lumbee River Electric Membership Corp., Red Springs 
. R. W. Jones, director, Carteret-Craven Electric Membership Corp., Lola 
A. P. Wall, manager, Randolph Electric Membership Corp., Asheboro 
H. W. Broome, vice president, Pamlico-Beaufort Electric Membership Corp., 
Aurora 
. R. B. Mallard, attorney, Brunswick Electric Membership Corp., Tabor City 
35. A. B. Herring, director, Four County Electric Membership Corp., Watha 
. Harry B. Caldwell, master of North Carolina State Grange 


STATEMENT OF L. P. BEVERAGE, PRESIDENT, EASTERN NorrH CAROLINA ELEcTRIC 
MEMBERSHIP Corp. 


Mr. Chairman and gentlemen of the committee, my name is L. P. Beverage. I 
am president of the Eastern North Carolina Electric Membership Corp., which 
is composed of 17 electric membership cooperatives that serve approximately 
61,000 members in eastern North Carolina. I am‘also manager of the Four 
County Electric Membership Corp. 

Our electric cooperatives in North Carolina serve 147,000 farms and rural 
establishments. You, gentlemen of the committee, are doubtless aware of the 
status of rural electrification in this country in 19385 when the program of the 
Rural Electrification Administration was begun. At that time approximately 1 
out of every 14 rural homes in North Carolina had central station service. To- 
day, approximately 12 out of every 14 rural homes have central station service. 
We wish to emphasize this point: A job is being done which the power companies 
were unanimous in insisting couldn’t be done. The job is being done in spite of 
every obstacle which these same power companies could interpose. The same 
power companies which did not have the foresight to assist our people to obtain 
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electric service in 1935 are today fighting to prevent them from obtaining an 
adequate, reasonably priced source of power, which we assert, reveals the same 
lack of foresight. 

The rural electric cooperatives of North Carolina ask for no Government 
subsidization, but they do ask that they be permitted the right to claim that to 
which they are entitled—power from Government dams at the lowest price 
consistent with sound business principles. 

The rural electric cooperatives of eastern North Carolina are vitally interested 
in the Southeastern Power Administration’s proposed transmission line from 
the Kerr project to Rocky Mount, Wilson, and Kinston. They believe that only 
through the construction of a Government-owned, self-liquidating line, or an 
acceptable wheeling agreement,,can they be assured of receiving their share of 
Kerr project power at a fair and reasonable price. 

The Kerr project is scheduled for completion late this year and there are no 
available transmission facilities in existence for carrying our share of this power 
to our load centers in North Carolina. Last year when your committee was 
considering this same budget item, our local power companies made some rather 
strong statements regarding their willingness to make available to the SEPA 
facilities for the transmission of Kerr project power to our load centers at a 
reasonable cost. To date these promised facilities have not materialized. All 
we have to show for these promises is one more year of delay at a time when 
this power is vitally needed in the eastern section of our State. 

To illustrate my point, let me refer specifically to the record before this 
same committee last year on May 23, 1951, at which time Mr. Sutton, president 
of the Carolina Power & Light Co., was propounded the following questions by 
Senator Hayden and answered by Mr. Sutton as follows: 

“Senator Haypen. What is the difference between your situation and that in 
Oklahoma or Arkansas or southern Missouri and other places, or in the far 
West, wherein the private power companies have found it to their advantage to 
agree that they will help to carry out the public-power policy of the Government ; 
that is, to make available any power generated at these hydroelectric dams to 
preferred customers of the Government, the co-ops, the municipalities, or to the 
Government itself, at the lowest possible rates consistent with good business 
principles? They have agreed in these wheeling agreements to do that very 
thing and have found it advantageous to do it, because, by integrating the hydro 
power with their steam power, they save money on steam generation, «You 
say this high-cost coal is involved. It would certainly be possible to integrate 
the Buggs Island power, fluctuating as it is into your system in an advantageous 
way; is that not true? 

“Mr. Sutton. I think that could be worked out. We would be glad to do 
that 

“Senator Haypen. Then, if you can do it, as in the West, it is simply a ques- 
tion of how much you should be paid for wheeling it from Buggs Island to 
these preferred customers of the Government. What is your objection to doing 
that? 

“Mr. Sutton. We will be glad to work out something of that kind. 

“Senator HaypeN. If that is done, there is no necessity for the Government 
to invest any money in transmission lines. 

“Mr. Surron. I agree with you most heartily. 

“Senator Haypen. But if we cannot do it and there is an obligation laid down 
in the law, that this power shall be made available by the Federal Government 
to these preferred customers, and they cannot get it any other way, then Congress 
is forced into the position of being compelled to appropriate money for trans- 
mission lines because it cannot be delivered any other way. That has been 
the matter that has faced us all along. 

“In the Oklahoma and Southwestern instance, we appropriated $6,000,000 to 
build transmission lines upon the condition that if a satisfactory wheeling 
arrangement could be made, the money would not be expended. A satisfactory 
arrangement was made. The companies say they are happy with it. Certainly 
the Government is happy. The co-ops are happy. Everybody around there is 
perfectly satisfied and the $6,000,000 was rescinded and never spent. I cannot 
understand why you cannot do the same thing. 

“Mr. Surron. We can. We can make a fair arrangement, and we will be glad 
to doso. I just mentioned how we put it in this contract. Instead of negotiating, 
they told us to take it ont.” 

Note that Mr. Sutton says they will be glad to work out something. Mr. Sutton 
also testified on that occasion that they were told to take out anything pertaining 
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to the wheeling agreement. In the first part of the negotiations that is correct, 
but one of the reasons it was requested to be withdrawn at that time was because 
the C. P. & L. insisted on the preference power being delivered to the company at 
the bus bar and then it would deliver such power to the cooperatives but not for 
and on behalf of Government, which injected the power company between the 
Government and its preference customers, and this was objectionable to SEPA 
as well as the cooperative ; and for another reason the co-ops could not negotiate a 
contract between SEPA and C. P. & L. Up until this time, C. P. & L. has failed to 
negotiate with the Government for the transmission of Government power to 
Government customers. Furthermore, in the hope that Mr. Sutton was sincere 
and speaking in good faith, the cooperatives signed a contract with power com- 
panies which contains the following relating to the wheeling agreements: 


“ARTICLE 5. TRANSMISSION OF FEDERAL POWER 


“Whereas the parties have agreed in principle as follows: 

“An adequate and dependable supply of electricity at the lowest available cost 
must be available to customer at all times. 

“The freedom of customer to exercise its rights under the Flood Control Act of 
1944 must be preserved. 

“As a condition of exercising this right of customer, the lowest cost of elec- 
tricity must be the first consideration. 

“Wheeling of electricity over company’s facilities will be given full considera- 
tion. 

“Future security of customer must be given eonsideration. ; 

“Mutual cooperation of company and customer is necessary to assure for 
eastern North Carolina the full benefits of hydroelectric developments: Now 
therefore : 

“Customer may terminate this agreement upon 6 months’ written notice if it is 
able to purchase electricity from the Government at a lower total cost of delivered 
electricity at distribution voltage than the total cost of delivered elecricity at 
distribution voltage under this agreement or any modification of this agreement 
for delivery of Government electricity, the terms of which modification are 
mutually agreed upon by company and customer,” 

it should be noted that the above-quoted article was agreed to only after pro- 
longed negotiations with the power company, and during said negotiations the 
officials of the power company were asked many times the specific question, 
“Will your company wheel Government power to Government customers for, 
and on account of the Government?’ After insisting on an answer, no affirma- 
tive answer was ever given to the question. And, insofar as we have knowledge, 
ne negotiations have since that time been undertaken by the C. P. & L. predicated 
on this principle. However, we are informed that the Virginia Electric Power Co. 
has agreed to wheel Government power to Government customers for and on 
account of the Government, and further has agreed to firm all Government power 
so wheeled at a reasonable cost by the use of steam. Vepeco did not agree to 
wheel such power in such manner until after the Government had appropriated 
money to build transmission lines to Langley Field. This, of course, will provide 
for the preferential customers in the Vepco area, but does not provide any 
relief for the preferential customers in the C. P. & L. area of eastern North 
Carolina. 

Gentlemen, we are not up here to try to put the power companies out of busi- 
ness. But we are here to represent the interests of our cooperative members, 
and to share in the benefits from the Buggs Island project with the power com- 
panies. Steam-generating capacity costs approximately $25 per year per kilo- 
watt. The Government offers hydro capacity from Buggs Island at 90 cents per 
kilowatt per month, or $10.80 per year. For each kilowatt of hydro capacity 
which the power company obtains from the Government for $10.80, they can 
eliminate $25 of alternate cost for equivalent steam. With approximately 200,000 
kilowatts of capacity available from Buggs Island, this could mean as much as 
$2,800,000 annually in net profit to the power companies. In exchange for this 
the power companies are asked to wheel and firm up this Government power, 
for which they are offered adequate compensation in addition to the above, and 
still no progress has been made. 

It has been publicly stated many times that the Government should not be in 
the power business, but, gentleman of the committee, the Government is, of 
necessity in the power business whether you and I like it or not. 
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To review briefly, the Government got into the power business through the 
development of flood-control projects. It would not have been good business to 
develop these flood-control projects without also developing the available power 
potentials at the same time. By the same token, it would not be good business 
to develop this available power potential without providing adequate means for 
the transmission of this power to the load centers within the area. If the con- 
struction of transmission facilities by the Government for the delivery of this 
power to the load centers is not justified, then the development of this power 
potential was not justified. We do not believe that the American taxpayer is in 
favor of spending his money to develop the power potential of our rivers only 
to have this power turned over to the power companies at the bus bar. With- 
out transmission lines or some wheeling contract, Government has put itself in 
this position: It has invested the taxpayers money in a factory to produce a 
product with no means of transporting the goods to the market, narrowing 
their market down to one customer who by chance is in the area and therefore in 
a position to dictate the purchase price. 


MEMBERSHIP COOPERATIVES 


Mr. Beverage. Mr. Chairman and gentlemen, my name is L. P. 
Beverage. I am president of the Eastern North Carolina Electric 
Membership Corp., which is composed of 17 electric membership coop- 
eratives that serve approximately 61,000 members in eastern North 
Carolina. 

IT am also manager of the Four County Electric Membership Corp., 
which is located in the southeastern section of North Carolina. 

Our cooperatives in North Carolina serve 147,000 farms and rural 
establishments. 

You, gentlemen of the committee, are doubtless aware of the status 
of rural electrification in this country in 1935 when the program of 
the Rural Electrification Administration was begun. 

At that time approximately 1 out of every 14 rural homes in North 
Carolina had central-station service. Today, approximately 12 out 
of every 14 rural homes have central-station service. 

Although North Carolina has one of the highest number of farms 
in the 48 States, we have 12 out of our 14 farms electrified. Although 
we are small in area, we have almost as many farms as the State of 
Texas. 

PURCHASE OF POWER 


We wish to emphasize this point. The job is being done which the 
power companies were unanimous in insisting could not be done. The 
job is being done in spite of every obstacle which these power com- 
panies could interpose. The same power companies which did not 
have the foresight to assist our people to obtain electric service in 1935, 
are today fighting to prevent them from obtaining an adequate, reason- 
ably priced source of power, which certainly reveals the same lack of 
foresight they had back in 1935. 

The rural electric cooperatives in North Carolina ask for no Gov- 
ernment subsidization, but they do ask that they be permitted the right 
to claim that to which they are entitled, which is the power from 
Government dams at the lowest price consistent with sound business 
principles. 

KERR DAM-WINSTON TRANSMISSION LINE 


The rural electric cooperatives of eastern North Carolina are vitally 
interested in the Southeastern Power Administration’s proposed trans- 
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mission lines from the Kerr project to Rocky Mount, Wilson, and 
Kinston. They believe that only through the construction of a Goy- 
ernment-owned, self-liquidating line or an acceptable wheeling agree- 
ment can they be assured of receiving their share of Kerr- “project 
power ata fair and reasonable price. 

I would like to interpose right here and thank the committee for 
giving us a hearing last year, and thank you for the people of eastern 
North Carolina, because only after we had the hearing before this 
committee was there any action taken by the power companies to 
integrate tidewater power, which represents almost a million dollars 
of savings to the people in our section. 

We have the committee to thank for that. We are back asking 
the committee to assist us a little bit further in getting a few more 
benefits which we can derive from a little cooperation with the power 
companies. 


POWER PURCHASE CONTRACT NEGOTIATIONS 


Mr. Sutton, the president of the Carolina Power & Light Co., in- 
dicated yesterday that he was willing to wheel for the Government. 
in negotiations with Mr. Sutton’s company for the past 2 or 3 years, 
yesterday was the first indication we had that they would be willing 
to enter into any kind of agreement to wheel power for the Govern- 
ment. 

He has always insisted that they would not do that. 

After the committee hearings last vear we entered negotiations, 
or tried to complete our negtiations, or the reduction of the rate which 
we had with the tidewater power companies. We had a 714-mill 
rate with the Tidewater Carolina Power Co., while part of our coop- 
eratives had a 16-mill rate with the tidewater. 

In our discussions in negotiations with Carolina Power & Light 
with regard to transmission of Federal power, our negotiations for 
2 contract to purchase power from C. P. & L., the following article 
was included in the wholesale-power contract, after long hours of 
negotiation, article V of our power contract “Transmission of Federal] 
power 

Whereas the parties have agreed in principle as follows: 

An adequate and dependable supply of electricity at the lowest available cost 
must be available to customer at all times 

The freedom of customer to exercise its rights under the Flood Control Act 
of 1944 must be preserved. 

There was a lot of discussion here yesterday by Mr. Sutton about 
his negotiations and offers to SEPA. We have a letter here from 
SEPA, which was sent to me at my request, to try to clear up that 
situation, because they had made the same statements to me several 
weeks ago. 

Up until yesterday they had never agreed with SEPA to wheel 
power for the Government, and, as we see it, only by a wheeling 
contract, 1f not a busbar delivery, to just let the power companies 
take it. 

Senator Haypen. Do you want the letter in the record / 

Mr. Beverage. Yes, sir. 

Senator Haypen. It may go in. 


98400—-52———-78 
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(The material referred to follows :) 


DEPARTMENT OF THE INTERIOR, 
SOUTHEASTERN POWER ADMINISTRATION, 
Elverton, Ga., May 9, 1952. 
Mr. L. P. BEVERAGE, 
Manager, Four County Electric Membership Corp., 
Burgaw, N.C. 

DEAR Mr. BEVERAGE: I should like to give a brief résumé of all that has tran- 
spired between the Southeastern Power Administration and the Carolina Power 
& Light Co, in that order that you may have the information you request in your 
letter of May 8. 

On December 4, 1950, Mr. H. B. Robinson, vice president of the company, wrote 
a letter to Southeastern in which he expressed a desire by the company to assist 
in a maximum utilization of the Buggs Island project and offered an arrange- 
ment under which the company would buy power for resale to cooperatives and 
other customers of the company. In our reply we stated that the offer to buy 
and sell Federal power was not compatible with the requirements of law and 
that it is not possible for the Government to participate in an agreement of the 
kind proposed. We suggested, however, that the company’s expressed desire to 
assist in a maximum utilization of Federal power might be implemented by a 
discussion of the basie principles which define the Government’s ability to con- 
tract with the company. 

A meeting in Elberton on February 5, 1951, was arranged with Mr. Robinson, 
who was accompanied by Mr. A. J. Skaale, of the company. At the meeting the 
company’s proposal of December 4 was reviewed paragraph by paragraph and 
its inconsistencies with law the policy pointed out. Additionally, the basic 
principles of Federal power law and departmental policy were enumerated and 
discussed at some length. Mr. Robinson requested that these principles be em- 
bodied in a letter to the company. The letter was written on March 2, 1951. 
In the letter Southeastern requested an expression of the company’s views on 
the principles, following an evaluation of their suitability to arrangements de- 
sired by the company. 

Nothing was heard from the company for 10 months. The company had, 
however, appeared before the Senate Appropriations Committee during that 
period, where it had given the impression in its testimony that it was willing to 
discuss the question of proper wheeling arrangements, and was willing to make 
a counter tentative proposal to the arrangement for which Southeastern had 
enumerated the basic principles. 

On December 19, 1951, Southeastern wrote to the company a reminder of the 
unanswered letter of March 2, 1951. Pointing out what had transpired before 
Senate Committee and the imminence of Buggs Island generation, Southeastern 
suggested that the company furnish a statement of its viewpoint either by letter 
or in conference. 

On Dece.ber 31, 1951, the company replied. Its letter was not responsive to 
Southeastern’s request, but contained a series of statements which appeared to 
conflict with each other. The company said, on the one hand, that it is willing 
to discuss transmitting Buggs Island power in its service area and to enter into 
a wheeling agreement for such transmission and delivery over its facilities, but, 
on the other hand, went on to state its intention to make a proposal similar to 
the Georgia Power Co. proposal which has been repeatedly rejected by South- 
eastern. The letter also stated the company’s willingness to carry out the pro- 
posal it had once made to the North Carolina cooperatives to contract with the 
cooperatives for the wheeling of Buggs Island power. 

As you know, late December and early January comprised a period during 
which Mr. Creim’s last illness occurred. Southeastern’s aliairs were at that time 
further complicated by the nearness of congressional hearings on the 1953 pro- 
gram and an uncertainty as to the date on which the agency’s representatives 
would have to appear. On January 5, 1952, Southeastern therefore wrote to the 
company explaining these circumstances, but stating that it appeared desirable 
for representatives of Southeastern and the company to meet as soon as the 
uncertainties were resolved as to when a meeting could be scheduled. 

These uncertainties continued for some time. A longer period than anticipated 
for congressional hearings and the need to continue negotiations with the Vir- 
ginia Electric & Power Co. occupied the time of Southeastern’s limited staff to 
the extent that it was unable to embark upon another task of major importance. 
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On May 8, 1952, Southeastern again wrote to the company to state a continuing 
inability to offer a firm date for a conference. In order that the interim before 
a meeting might be put to use in improving Southeastern’s understanding of the 
specific basis on which the company is willing to carry out its expressed willing- 
ness to discuss transmitting Buggs Island power, however, Southeastern asked 
the company to clarify the apparent ambiguity in its letter of December 31, 1951. 
Southeastern requested the company to state whether its letter was intended to 
recite the several bases on which the company is willing to participate in the dis- 
posal of Buggs Island power, including a wheeling agreement with the Govern- 
ment, or whether the letter was intended to indicate only that the company is 
willing to contract with the cooperatives for wheeling or negotiate an arrange- 
ment similar to that offered by the Georgia Power Co. 

I shall be glad to inform you of the company’s reply and furnish any other 
information you may require. 

Sincerely yours, 
CHAS. W. LEAVY, 
Administrator. 


POSITION OF COOPERATIVES IN WHEELING CONTRACTS 


Mr. Beveracr. Only through the use of a wheeling contract can the 
Government give us what we deserve under the Flood Control Act of 
1944, 

C. P. & L. would agree with us, and they talked to SEPA on another 
question. 

Under “Transmission of Federal power,” it reads on: 


As a condition of exercising this right of customer, the lowest cost of elec- 
tricity must be the first consideration. 

Wheeling of electricity over company’s facilities will be given full consideration. 

Future security of customer must be given consideration. 

Mutual cooperation of company and customer is necessary to assure for eastern 
North Carolina the full benefits of hydroelectric developments. 

Yet, on the other hand, when we talked to SEPA, all they talked 
about was to turn the power to us at the busbar and let us do what we 
want to do with it. 

We don’t feel that that is mutual cooperation. 

The article continues: 

Now, therefore, customer may terminate this agreement upon 6 months’ writ- 
ten notice if it is able to purchase electricity from the Government at a lower 
total cost of delivered electricity at distribution voltage than the total cost of 
delivered electricity at distribution voltage under this agreement or any modi- 
fication of this agreement for delivery of Government’s electricity, the terms of 
which modification are mutually agreed upon by company and customer. 


POWER RATES 


Senator Haypen. The question would be then whether the rate 
which you now have is a satisfactory rate, or whether you could get a 
lower rate by some wheeling agreement. 

How far apart is that in mills? 

Mr. Beverace. The only comparison we know how to make is the 
wheeling contract under discussion, which we understand has been 
practically concluded between VEPCO and SEPA. 

On that same basis, where the same power or same contract is made 
available to us through the Carolina Power & Light Co., we could buy 
power at 90 cents per kilowatt and 414 mills per kilowatt-hour. 

I understand it is a zone contract. The first 50 miles is half a mill. 
Some of our cooperatives are located on the extreme edges and would 
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pay 314 mills. but an average of 1.94 mills is what the proper average 
would be under the zone rate. 

That average is included, we understand, under the same formula 
and would be approximately 6.8 to 7.2 mills. 

Senator Haypen. What are you paying now ? 

Mr. Brveracr. We have an 8-mill contract with the power company, 
and very shortly there will be a reduction, which will bring it to 714 
mills. 

As time goes on and our load factor increases, I would like to use an 
example of our particular cooperative, to deviate a little bit from our 
testimony. Based on our present load studies, the power in 5 vears, 
under the SEPA contract or agreement proposed, would be approxi- 
mately 614 mills, under the present VEPCO agreement. 

Senator Haypen. What you are saying is that the Virginia Power 
Co. can make an agreement that is satisfactory to them and the South- 
eastern Power Administration, and you would like to have the North 

Carolina Power and Light make the same kind of agreement to serve 
you. 

Mr. Brverace. Absolutely. We are not up here to ask the com- 
mittee to put any power companies out of business. We found out 
and I think the committee found out that about the only way to get 
anything out of the power companies is to have an alternate plan. 

At its present standing, we don’t have an alternate plan. We are 
up here supporting the Kinston line because it gives us an alternate 
plan. 

Senator Haypen. The action of the committee would be as it was 
in Virginia. We oes money to see that the power generated 
at the Kerr Dam got out to the cooperatives if it was necessary. 

But when the Virginia Power Co. comes in and-makes an arrange- 
ment to wheel it, then the appropriation that Congress indicated it 
would make and complete is not necessary. 


INTEGRATION OF POWER LINES 


Mr. Brverace. As we see it, we need the cooperation of the power 
companies because only through the integration of the power com- 
panies’ scheme can we utilize the capacity to its fullest extent at 
Buggs Island. 

Senator Haypen. That is true practically in all types of projects. 
They produce an amount of power according . whether it is a wet 
or dry year and according to the season of the year. So the big ad- 

vantage to the Government in working out be att i agreements with 
private power companies is that the Government in the end has actu- 
ally more firm power to sell. 

Mr. Beverace. That is right. In this instance it would be approxi- 
mately 68,000 kilowatts additional capacity. 

But yet, on the other hand, if we can’t get a wheeling agreement 
with the power company, we have to take the next best “thing. We 
are not up here to try to put the private power companies out of 
business, as I previously stated, but we are here to represent the 
interests of our cooperative members and to share in the benefits of 
the Buggs Island power project with the power companies. 

Steam generation capacity costs approximately $25 per kilowatts 
per year. The Government offers hydro capacity from power proj- 
ects at 90 cents per kilowatt per month, or $10.80 per year. 
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For each kilowatt of hydro capacity which the power companies 
obtain from the Government for $10.80, they can eliminate a $25 
alternate cost for equivalent steam. With approximately 200,000 
kilowatt capacity available at Buggs Island, this means as much as 
$2,800,000 annual net profit to the power companies. 

In exchange for this, the power companies are asked to wheel and 
firm up the Government's power, for which they are offered adequate 
compensation in addition to the above-mentioned figure and still no 
progress had been made with the power companies. 

That is why we contend that it is just a lack of foresight. 

It has been publicly stated many times that the Government should 
not be in the power business, but, gentlemen of the committee, the 
Government is of necessity in the power business, whether you like 
it or not. 

In review, briefly, the Government got into the power business 
through the development of flood-control projects. It would not 
have been good business to develop flood-control projects without also 
developing the available power potentials at the same time. 

By the same token, it would not be good business to develop this 
available power potential without providing adequate means for the 
transmission of this power to the load centers within the area. 

If the construction of the transmission facilities by the Govern- 
ment for the delivery of this power to the load centers is not justified, 
then the development of the power potential is not justified. We do 
not believe that the American taxpayer is in favor of spending his 
money to develop power potentials of our rivers only to have this 
power turned over to the power companies at the bus bar without trans- 
mission lines or some wheeling agreement. 

The Government has put itself in this position. It has invested the 
taxpayer’s money in a factory to produce a proper product with no 
means of transporting the goods to market, narrowing their market 
down to one customer who by chance is in the area and is, therefore, 
in a position to dictate the purchase price. 

I will take just about another minute or two of your time, gentle- 
men. 

I might have created a wrong impression in the discussion a few 
minutes ago regarding the rates we have now in effect since the hear- 
ing last year. We have in effect a contract for 8 mills, but there is 
a contract in process which has been approved by most of our co- 
operatives to reduce our rate to 714 mills, which is equivalent to the 
rate that is in effect in the C. P. & L. and VEPCO areas. 

They are making a 714 mill rate since the integration of the two 
power systems available to our section. 

There was a statement made yesterday that the REA called a meet- 
ing to try to get us to write a bunch of letters to the Congressmen and 
what not. The REA did not call any meeting; I called the meeting. 
We did not ask our people to write letters. We asked them to be here 
because we felt like that our best interest was in being taken care 
of and that we should make an appearance before your committee. 

The power company stated, in a letter that was entered into the 
record yesterday, that SEPA participated in our contract negotiations 
with the power company. SEPA did not have a representative at any 
of the negotiations. 
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In the first place, we did not feel like we were in a position to nego- 
tiate a wheeling contract there with SEPA, not until a contract had 
been signed between SEPA and the power company. 

We regret very much that since the hearing was delayed from yes- 
terday to today that 17 of our representatives who were supposed 
to have appeared before your committee did not have an opportunity 
to be here. 

We appreciate your hearing and have enjoyed it very much. 

Senator Haypen. Thank you for your statement, sir. 

Mr. Harrison. 


STATEMENT OF WALTER HARRISON, VICE CHAIRMAN, SOUTHEAST 
POWER COMMITTEE, MILLEN, GA. 


SUPPORT OF SEPA TRANSMISSION LINES AND POWER MARKETING 


Senator Haypren. Mr. Harrison, I notice you have a prepared 
statement, including a list of those you represent. 

That will be included in the record. 

Mr. Harrison. Thank you, Mr. Chairman, 

(The statement referred to follows :) 


STATEMENT OF WALTER HARRISON, VICE CHAIRMAN, SOUTHEAST POWER COMMITTEE, 
MILLEN, GA. 


Mr. Chairman and gentlemen of the committee, this committee is composed of 
interested citizens in the development, transmission and use of electrical energy 
in the following States: Mississippi, Kentucky, Georgia, North Carolina, South 
Carolina, Alabama, Virginia, and Florida. 

Within the Southeast territory represented by this group, there have been 
built 267,518 miles of distribution lines to serve 1,092,410 REA members. 

We do not have the advantage of counsel, experts in the electrical field nor the 
know-how of the great utility interests of the Southeast, but nevertheless we 
know what we want and we think we know what we need. 

Through many decades we have had the ambition to see the water resources of 
this great region developed for all mankind.. We have made a start. The Flood 
Control Act of 1944 was one of the most progressive pieces of legislation ever 
enacted by the Congress. This was a definite beginning, but more is needed if 
we are to meet the national defense and essential civilian requirements of the 
area. This is one of the fastest growing areas in the United States and holds 
one of the greatest potentials in the matter of water resource development. 

The Department of Interior, having the responsibility of marketing this power, 
established in Elberton, Ga., during 1950 the Southeastern Power Administration 
with the late Ben W. Creim as its Administrator. 

To fulfill its duties and obligations to the Department of the Interior, to the 
Congress and to the people of its service area, it will need in the fiscal year 1953 
an appropriation of $760,000 for operations and maintenance, purchase of power, 
wheeling, and rental of transmission facilities. 

This amount should be divided as follows: $265,000 covering items (a), (b), 
and (c): 


(a) For marketing activities in the field of preference customers as well 
as private utilities. Engineering studies must continue as to feasibility 
matters and also as to the future needs of this area. 

(b) For system operations, including the dispatching of water ; scheduling 
power sales and at present seven plants are in operation for a combined 
capacity of 807,600 kilowatts. Others are being added each year. 

(c) For the Southeastern Power Administration to be used as an admin 
istrative fund. SEPA has been understaffed from the very beginning, and 
if its functions are to be carrid on efficiently and effectively this amount 
will be necessary. It is most difficult to keep a good staff of engineers and 
other employees without proper remuneration. 
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and $495,000 for the purchase of essential firming power and payments of trans- 
mission service. This money flows back into the Treasury and should be treated 
as “petty cash” for an Interior operation. 

We sincerely believe that the amount of $760,000 should be granted to SEPA 
by this committee to enable it to adequately discharge its duties and obligations 
to the people of this area who must look to this agency and this agency alone 
to see that its interests at all times are protected. 

Senator Haypen. You may proceed. 

Mr. Harrison. Mr. Chairman, and members of the committee, I 
appreciate very much the opportunity of appearing before this 
committee. 

I, for one, want to speak not only for the Southeastern Power 
Commission, but I want to speak as a private citizen of the State 
of Georgia and as president of the Planters Electric Membership 
Corp., with he: adquarters in Millen, Ga. 

I, for one, believe that the Government, the private utilities, and 
the REA cooperatives can get along together. We just want to eat 
at the first table, and we would like for this fine committee of the 
Senate to prepare the menu. 

I am quite sure that we would have less indigestion and less <i- 
gression. 

Therefore, I am going to cut the red tape and get right down to 
the meat in the corner. 

The witnesses that have prec eded me from the utility standpoint 
have tried to disinter the remains of the late Ben W. Creim. His 
remains are now in Arlington Cemetery. He is a fine soldier, a 
fine engineer, and a gentleman of the first rank. He has no place 
in these he: arings today. He has passed away. Let us take up from 
here on out without having to bring up the dead. 

You know, Mr. Chairman, as well as other members of the com- 
mittee who are not present here today, that the utility interests of 
the Southeast would be delighted to kill off the Southeastern Power 
Administration. They don’t want a marketing agency in the South- 
sast’ because they feel that they can bring about better bargains for 
the many facilities that are now being builded by public funds. 

Therefore, we come to you, as chairman of this committee, and to 
this committee to resolve these differences. It is your responsibility 
as Members of the finest law-making body in the world, the United 
States Senate, to get us all in the middle of the road. 

Senator Haypen. I am glad to hear a little praise for us. 

Mr. Harrison. I honestly feel that way, Mr. Senator. 


AUGUSTA, GA., LINE 


I want to say to the committee that the House committee did not 
see fit to make an appropriation for the Augusta, Ga., line. which 
is a line some 20 miles in length, costing approximately $479,000. 

Let me say here and now that that would be the best investment 
that the Government could make. You would not have these 40 or 50 
people to plague you eternally for money to build other lines because 
it would bring the utility interests not only to the bus bar but to 
the drawbar and to start pulling with us, the Congress, we private 
boys, we REA boys. 

The Southern Co. is made up of four companies, but the keystone 
company and the hardest company to convince is the Georgia Power 


Co. 
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I want to tell you something now about the delay on the part of 
contracts. 

The Georgia Power Co., through its very fine lobbyists—and they 
are very fine—have sold a bill of goods on the Hill. They have 
thought because of their tremendous influence that they could come 
to W: ashington and never go to Elberton, the headquarters of the 
Southeastern Power Administration. They thought it was going to 
be handed down from the throne up here, down to SEPA at Elberton, 
and they would tell us boys what to do. 

But that did not happen. They could not push around Oscar 
Chapman, they could not push around Ben Creim, and they have 
failed to carry out their original objectives, which is to kill SHPA 
and deny the people the rights that we thought we enjoyed when 
they passed the Flood Control Act in 1944. 


CLARK HILL DAM POWER 


It never was in the mind of the Congress, I don’t think, that the 
Government would spend $80 million at Clark Hill to build a facility 
that nobody could enjoy the benefits of except the Georgia Power Co. 
and the utility on the other side of the Savannah River. 

The Government has never entered into such a venture, and that 
is the reason why they wrote the preference of the equality clause 
into the law. 

The records of the hearing before the Congress and the commit- 
tees, the debates of the Congress, all indicated that they were trying 
to protect the people’s rights to take advantage of a natural resource 
that God had given us and a very beneficent Congress had activated. 

I want to say another thing. The Southern Co. made up of the 
four power companies acts as a football team. Their president is 
the quarterback. He seems to be calling the signals. And I have the 
highest regard and respect for Mr. Branch. They have Mr. Charlie 
Collier, who helps buck the line, and Mr. Spalding, who helps buck 
the line. 

Then you have these other presidents, who are acting as guards and 
as tackles. But we fellows, without the advantage of all the tech- 
nical skill, without highly paid counsel, have to come up here from 
the grass roots to present our case. 

For years, for generations, we did not know what kilowatts meant 
except to turn a light on in the house. 

REA has just celebrated its seventeenth birthday. They had a 
monopoly on the natural resources. They have ab: indoned water sites 
in this country. They have failed to keep pace with the times. 

They even had old Clark Hill for many, many years, and failed to 
develop it. Then when the Government came in and said, “We will 
develop it,” they came back and wanted from the Federal Power 
Commission their permit. They weren't going to play. They wanted 
all their marbles back. 

But, thank God, you had a fine examiner. We had the hearing at 
Atlanta and finally we got a decision. Then when we gained that 
decision and the Government had started the expenditure of funds to 
build that fine facility, they came up here to the Congress, and through 
a very kind Congressman, Mr. Dondero—kind to them—they intro- 
duced a bill to build a power plant. 
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They have fought us at every turn of the road on Clark Hill. They 
fought us on these other dev elopments. They want the capacity of 
Clark Hill. They want to hook their lines direct to Clark Hill. 

And I want to say, Mr. Chairman, we are diametrically opposed to 
that idea. We would not have any competition. They would make 
more complete monopoly which now exists with the company in our 
State and our section, 


VALUE OF INSTALLED CAPACITY 


The installed capacity at Clark Hill is worth, on the Georgia side 
alone, two or two and a half million dollars a year. They never make 
mention of that. 

Yes; they can afford to reduce the rates to meet the competition. 
That is just one of those fine “know-hows.” I would not want to call 
it a trick, but they know how. 

The full benefits of the water resources of Georgia can never flow 
to the people until there is a proper integration between Clark Hill, 
Jim Woodruff, the upper Columbia, Buford Dam. A1l of those must 
be integrated. 

And I want to say now, Mr. Chairman, that we are not interested 
in taking a single customer away from the Georgia Power Co., or any 
other power company. We are serving people they did not elect to 
serve, and we are going to continue to serve them because the Congress 
wants us to do it. 

You have been kind to the Rural Electrification Administration, 
and we hope they do a good job and that you hold up your head 
because you had faith in the fellows and had faith to work with the 
horny hand and country boys who have been denied the benefits of 
electricity through the years. 

That is what we want to do. We are not after the Georgia Power 
Co. We don’t want anything but their good will. 

But a little investment of half a million dollars will settle all these 
problems. 

You know and I know that deathbed repentances are not too good. 
T don’t know of your denomination, but we don’t meet difficulties that 
way. 

Senator Haypen. My mother belonged to the Southern Methodist 
Church. 

Mr. Harrison. Good. We know that you never get anything out 
of them until you get them in a jam or get them in a corner. We 
are not trying to do that. What we have to do is to give us a little 
stake, about $479,000, and they will beat a path to Elberton, Ga., 
They will beat a path here to Oscar Chapman’s office. They will 
just be running over you on.the Hill; that is what they will do. 

Now, as to the contract, nobody knows exactly what that contract 
contains. It was carried in their brief cases to and from Washington 
many, many times. 

The late Ben Creim suffered a cancerous condition. That office 
had been more or less in a turmoil for months and months because of 
that condition. ‘They took advantage of his ill health to sell the bill up 
here. 

Now, we believe that the Government, the utility interests and 
the REA boys can work together, and we think they should work 
together. 
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I want to say that we need this stake, instrument, facility, or what- 
ever you want to call it, to make them play ball fair. 

It is fresh in our minds how the Congress broke up the holding 
interests in this country, and I was glad to hear the distinguished 
Senator ask that question this morning. We know down in Georgia 
that the minutes for the Southern Co. are written on Wall Street in 
New York. We just want them to play ball fair. 

We don’t want them to throw us a curve. We might not enjoy too 
great an advantage as to rates, but we can be secure that the rates 
won't be higher. 

On June 12 they will + for a rehearing before the Georgia Public 
Service Commission for a rate increase all over Georgia. But it does 
not apply to the REA peso and, Mr. Senator, you know and I 
know the reason why. 

The reason why they did not put us in that category is because 
they wanted to sweeten us up, to keep us out of Washington; keep 
us from being before this committee and tell the other side of the 
story. That is exactly the reason. 

We want to work with them. They are smart, they are good citi- 
zens. They spend a tremendous amount of money on public relations. 
They have the municipalities of our State sewed up with a 3-percent 
deal, a kick-back. 

What for? To keep the city fathers in line. That is the reason 
why you have not gotten over four or five municipalities in Georgia 
that have ever applied for SEPA power. That is the reason. 

They know how to do the job. They are even going in there and 
trying to take over our farm bureaus. They have had this better 
home towns contest, and the poor people down there don’t realize it 
is all wrapped up and they eventually will pay for it. 

Now, they are always crying about the taxpayers. Well, aren’t 
taxpayers citizens and aren't they electric consumers. I think they 
are the same thing. 

The power companies have known how to use emergencies for their 
benefits. They have gotten materials when nobody else could. 

Now they are vetting write-offs for building quick facilities. 

By the way, Mr. Senator, they are now building, right practically 
in the shadow of Clark Hill, two gigantic electric plants. One is on 
the South Carolina side of the river, and one on the Georgia side. 

Don’t you know why they are building that? They are getting 
ready to grab Clark Hill, and the only people that can prevent them 
that erab are the distinguished chairman and gentlemen of this 
committee. 

We can resolve all the problems of Pepco right on down the Mis- 
sissippi overnight, half a million dollars, or a little less than half a 
million dolars. It can be done. 

The House committee recognized the fact that we ought to get 
together. We are ready to get together, but the Georgia Power Co. 
has refused repeatedly to talk except one contract, and only one 
contract. They have never been able to talk a contract that the Fed- 
eral Government felt like that it could afford to sign in the name 
of all the people of these United States. 

Oscar Chapman has a responsibility to all the people, not to the 
Georgia Power and the vested interests of Wall Street or any other 
section of this country; he has a responsibility to all the people. 
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And, Mr. Chairman, what we are interested in is the development 
of the natural resources of this country, brought out from these farm- 
steads to make better citizens. And you can’t get better people than 
the rural people of this country. They call us Communists because 
we want to get some of the natural resources for our benefit. 

You don’t find any Communists out in the country; you will find 
them in Washington, Philadelphia, New York, Chicago. You find 
them in other great metropolitan centers, but you don’t find them 
where we REA boys chose to serve and are serving 85 percent of the 
Nation’s farmers. 

With your help, we are going to continue to serve them. We are 
going to give them a hundred percent good service at a cheap rate 
that they can afford to pay. 

We just want that little satchel of money that will make these boys 
scurry to Elberton, or scurry up to the Honorable Oscar Chapman's 
ollice, and they will find a way to get together. 

You have the answer; I believe in it. 

Thank you. 

Senator Haypen. Thank you for your statement, sir. 

Mr. THomrson. Mr. Chairman, I am at a distinct disadvantage to 
follow our friend, Mr. Harrison, here. 


STATEMENT OF BASIL THOMPSON, MANAGER, ALABAMA ELECTRIC 
COOPERATIVE 


LOW POWER RATES FOR COOPERATIVES 


Mr. Tompson. Mr. Chairman and gentlemen of the committee, my 
name is Basil Thompson. The farmers of central and southeastern 
Alabama employ me to manage a rural electric business they own and 
operate in 10 counties. 

Our organization is called the Alabama Electric Cooperative. It is 
a generation and transmission cooperative which at present serves 
five distribution cooperatives and seven municipalities. 

There are 10 other member cooperatives in Alabama and Florida 
to whom service will be extended as rapidly as we are able. 

In all, our membership includes some 125,000 farm families. 

Alabama Electric was organized in answer to a critical need. Back 
in the late 1930’s, the individual cooperatives of southern Alabama 
were hard pressed to stay alive. 

This was not for lack of a job to be done. Electricity on the farm 
was at that time so rare as to be a novelty. They were hard pressed 
because of the conditions imposed by the power company upon which 
they were dependent as their only source of power supply. 

The company was opposed to their existence, and used every means 
to restrict and hamper the job of rural electrification, which it had on 
its own part failed to accomplish. Rates were high. They were in 
the range of 12 to 14 mills. Service conditions were poor. 

There were voltage fluctuations of such severity as to damage equip- 
ment and burn out motors. Points of power delivery were granted 
to the cooperatives with the greatest reluctance. Spite lines were built 
to cut the heart out of service areas in which the company had never 
before indicated the slightest interest. 
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Repeated protests to the company as these conditions steadily 
worsened were met with fine promises that were rarely followed by 
action. 

The time finally came when something had to be done. Just as the 
farmer had turned to the organization of cooperatives in order to 
join the age of electricity, thev now turned to a cooperative organiza- 
tion with which to generate and transmit their own power as the remedy 
for the situation in which they found themselves. 

When Alabama Electric was organized in 1941 the power company 
reduced its rate to a little over 1 cent a kilowatt-hour. 

As the cooperative acquired generating equipment and transmission 
facilities, the rate continued to drop. By the time Alabama Electric 
began operations in 1944, the rate to company-served cooperatives had 
declined to a little over 7.5 mills. 

But when Alabama Electric found that it would be necessary to 
purchase part of its power from the company, it was required to pay 
a higher rate of 9 mills. 

During 1945 and 1946 the rate to the company-served cooperatives 
continued to drop but the rate to Alabama Electric rose as high as 
12.5 mills. 

Even as late as 1949, when the company rate to the distribution coop- 
eratives was 7 mills. Alabama Electric had to pay the company 7.2. 

Again something had to be done. Alabama Electric decided that 
it would have to expand its generating facilities to equal its power 
needs and become independent of the company entirely or face slov 
strangulation by a mounting cost for power. 

Plans were begun for the construction of a steam plant. At this 
point the rate to Alabama Electric ceased to rise. On the contrary, as 
the plans advanced the rate began to fall. By November of 1950, 
shortly before the plans were approved, the rate had been cut to less 
than 6 mills. 

We like our new low rate. It’s a good rate. We would like to keep 
it. But we know that the only reason we have it is that we have 
demonstrated our ability to be self-sufficient. 

We are equally sure that the rate was intended. not as a proper 
charge for power, but as a means to stop the drive for security which 
the company had amply demonstrated we must create by our own 
efforts. 

We know that so long as we continue to seek our own solution to 
our power supply problem there will be power available from the 
company at a rate we can afford to pay. 

The Jim Woodruff project is a power source to which we have looked 
for a number of years as a means to improve our security. We have 
encouraged its construction and the construction of similar projects in 
the region. 


JIM WOODRUFF DAM POWER 


Southeast Alabama needs Jom Woodruff power. TVA has created 
a remarkable transformation in the area of north Alabama it serves. 
We want to see low-cost power from the projects of our area made 
available to farm families and urban residence, power which is so 
vital to our continued growth and development. 
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As a cooperative, we are by law entitled to preference in the sale of 
power from Jim Woodruff. We believe that it is altogether fitting 
and proper that this should be so. 

Projects like Jim Woodruff are constructed with public funds and 
belong to the people. The benefits they create should go directly to 
the people. There should be no brokers or middlemen. 

Cooperatives are the people. They are nonprofit organizations 
owned by and operated by the people and for the people. 

We defend our right to preference in the sale of power from Jim 
Woodruff and we urge that nothing be done to impair it. We are for 
this reason particularly anxious to point out that the proposals which 
have been made by the power companies in connection with the dis- 
posal of Jim Woodruff power would deny us the right we have under 
the law to purchase our power directly from the Government. 


WHEELING CONTRACT 


The company offers have been fashioned to include many entice- 
ments, but they all boil down to the same thing. ‘They are offers to 
buy the power at the bus bar and resell it to us. 

t is an arrangement that we do not want, and we do not see how 
it can be proposed in good conscience under the law. We heartily 
endorse the rejections which we understand the Southeastern Power 
Administration has accorded such offers. 

More than a year ago we requested a formal commitment from the 
Southeastern Power Administration to deliver us power from the Jim 
Woodruff project. 

A memorandum of understanding was executed under which SEPA 
agreed to make 7,500 kilowatts available to us. We are now nego- 
tiating a final contract under which 10,000 kilowatts will be deliv- 
ered to us at the Ashford substation of the Wiregrass Electric Coop- 
erative, one of Alabama Electric’s member systems. We will be able 
to take the power at this point over lines of our own construction. 

Our agreement stipulates that Southeastern will deliver us firm 
power when Jim Woodruff is interconnected with another Federal 
reservoir project. 

This provision is necessary because there are conditions at Jim 
Woodruff which prevent the sale of firm power so long as the project 
is operated independently. 

Power company predictions to the contrary, the rate which South- 
eastern has quoted us for firm power results in a cost to us that com- 
pares tevorabiy with the rate at which we are now buying company 
power. 

To cover the interim period before Jim Woodruff is interconnected 
with another project, the contract-provides for our purchase of nonfirm 
power that we can use to very material advantage in our operation. 

Senator Hayven. That is what I want to ask you about. If it is 
true, as indicated, that power in the Jim Woodruff Dam is not avail- 
able in time of flood and also not available in time of low water, then 
you have to have some means of firming it up. 

Do you have a means of doing that? 

Mr. THompson. We have now a steam plant under construction, 
which will be completed and go into operation in October of 1953. 

Senator Haypen. Is the power to come from the dam in 1954? 
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Mr. Trompson. Yes, sir; we will be ready to firm up a portion of 
that at that time. 

Senator HaypeN. So you will be ready to produce power and use it 
when available, and when it is not available you will have steam 
power to carry it on; is that right? 

Mr. THompson. That is right. 

Senator Haypen. You have ample steam power, do you? 

Mr. THomrson. To handle our proportion of the 10,000, not the 
entire amount. 


PLANNING FUNDS REQUESTED 


Southeastern has programed the planning work on a line from Jim 
Woodruff to Wiregrass for fiscal year 1953. The line is intended not 
only to deliver us power as soon as generation begins, but will provide 
most of the facility required to interconnect Jim Woodruff with the 
Upper Columbia, a project in the authorized category of development. 

It is only good economy to provide now a facility that will have a 
dual use later. 

We respectfully urge that the $25,000 which has been included in 
the SEPA budget request be appropriated. We can see no reason 
why the power companies should take over Jim Woodruff, whether 
the power be firm or nonfirm, simply because they have maneuvered to 
have facilities to move the power away from the project. 

Senator Haypen. The situation would be that if this $25,000 is ap- 
propriated, the Southeastern Power Administration would make the 
necessary surveys and plans. That is about as far as the money would 
go, is that it? 

Mr. THomreson. That is correct. We are not asking for any con- 
struction. That is for planning money at this time. It would be 1953 
before the power is ready. 

Senator Haypen. Do you contemplate that these dams up the river 
will be constructed _any where soon / 

Mr. Tuompson. It is my understanding that they will. 

Senator Haypen. I know that they have been talked about by the 
Corps of Engineers, but I do not know if there has been any direct 
authorization for it, or not. 

What you are looking forward to is a time when the whole river is 
under regulation; is that correct ? 

Mr. THompeson. Yes. 

Senator Haypen. You say that this line, as far north upstream as it 
goes, would follow in one sense a pattern of hooking up on hydro- 
electric development of the Government with another; is that cor- 
rect ? 

Mr. Tuompson. Yes. 

Senator Haypen. In the case of the power in the Southwestern 
Power Administration, where the Corps of Engineers were building 
dams on eight different rivers, on the White River and the Arkansas 
and coming clear down through Arkansas and Texas, with the Deni- 
son Dam the last one, the first move we made was to see that they were 
connected up with one dam with another. 

The proposal of the power companies at that time was that the 
company having facilities nearest to them would go to the busbar 
and get the power. 
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But the thought the Congress had—and Speaker Rayburn felt 
very strongly about it—was that whatever was in the eight of them be 
put in one spot, so that it could be hooked up in that way. 

I assume you have the same general idea on this thing. 

Mr. Tuomrson. That is correct. This Wiregrass line would com- 
plete about 75 or 80 percent of the line that would be required to tie 
these two projects together. 

I would like to say, Senator, that this is not duplicating facilities 
because the line that the Alabama Power Co. objected to being built 
has not started construction yet. There is no duplication of lines 
here, although they do plan a line there for next year 

Thank you, sir. 

Senator Haypen. Mr. Lewis. 


STATEMENT OF E. V. LEWIS, MANAGER, CENTRAL ELECTRIC 
POWER COOPERATIVE, INC., COLUMBIA, S. C. 


SOUTH CAROLINA RURAL ELECTRIFICATION PROGRAM 


Mr. Lewis. Mr. Chairman, my name is E. V. Lewis. Iam manager 
of the Central Electric Power Cooperative, of Columbia, S. C. 

As a member of the Southeast Power Committee, I am appearing 
before you in regard to the proposed program of the Southeastern 
Power Administration, and more particularly to its program in the 
State of South Carolina and the effect it will have on our rural-elec- 
trification program. 

First I would call your attention, briefly, to what the rural coop- 
eratives have accomplished in our State and what they expect to do 
in the future as to completely electrifying the rural areas. 

We have today 22 distribution cooperatives and the Greenwood 
County rural electric system that Mr. Sloan talked to you about serv- 
ing over 100 farms and homes. 

‘Ace ording to the latest census report, South Carolina has 139,364 
farms of which 106,473 are receiving central-station services. Per- 
centagewise, we have 76 percent of the farms electrified. 

This figure was 11 percent prior to REA. So you can readily see 
that we will not have accomplished our job of bringing electric serv- 
ice to all the rural people of our State until we give service to the 
remaining 24 percent of the farms in addition to the other rural peo- 
ple that do not have this service. This is the job that we are expecting 
to do in the future with your help. 

Of the 22 cooperatives in the State, 16 are members of our Central 
Electric Power Cooperative, which cooperative is now in the process 
of constructing a network of transmission lines to bring low-cost 
power from the State-owned Santee-C ooper system to the distribu- 
tion cooperatives’ substations. ‘These 16 cooperatives serve approxi- 
mately 65,000 farms, homes, and other rural establishments. 


CLARK HILL DAM POWER 


In order for Santee-Cooper to furnish sufficient power to the co- 
operatives, together with its other preference customers and industrial 
loads in the State, it is necessary for it to purchase a large block 
of power at reasonable rates. 
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Santee-Cooper has therefore turned to the only other available 
source of public power in our territory, the Southeastern Power Ad- 
ministration’s Clark Hill project. 

Santee-Cooper has opened negotiations with SEPA for all power 
that will be allotted to South Carolina for preference customers from 
Clark Hill with the exception of a block of power that the Green- 
wood County has contracted for. 

Senator Haynen. Is that half and half between Georgia and South 
Carolina? 

Mr. Lewts. That is my understanding. 

In order for Santee-Cooper to get this power, and in order for the 
people to get this power, and in order for SEPA to deliver this 
power, it is necessary for additional transmission lines to be con- 
structed. 

Senator Haynen. That assumes that there are no transmission 
lines that can carry it for the private utilities; does it? 

Mr. Lewts. There are none now. 

Senator Haypen. None of sufficiently high voltage. 


TRANSMISSION LINES 


Mr. Lewts. No, sir: direct to the Clark Hill project. The power 
company could build some lines, but as yet there are none direct to 
the project. 

SEPA has requested funds for the following: 

The Clark Hill-Greenwood line. Part of the funds were appro- 
priated last year and the line has been approved by the House this 
session. 

2. The Clark Hill-Batesburg line. Construction to be completed 
in fisenl 1953. That was one of the lines they asked for. 

3. The Clark Hill-Hartsville line. Requested $25,000 for prelim- 
inary survey and design work. Construction scheduled for 1957. 

The Greenwood County power system is in dire need of this Clark 
Hill power. It serves the Newberry and Laurens Cooperatives, as 
well as the Greenwood County rural electric system. 

They have a small hydro and steam plant, and they need power 
badly. 

I strongly urge you to approve the Greenwood line, as the House 
has done. 

T also want to urge you to reinstate the Batesburg line and pro- 
vide the small amount’ of planning funds requested “for the Harts- 
ville line. 

Senator Haypen. With respect to the Batesburg line, does the 
Santee-Cooper organization have money so that they can build it 
themselves? 

Mr. Lewis. I don’t know, sir. I could not answer that question. 

Senator Haypen. Are they confined to a certain territory in the 
State, or can they go outside? 

Mr. Lewis. They are confined to the State, sir. 

Senator Haynen. The whole State? 

Mr. Lewis. Yes, sir. 

Senator Haypen. Can they build a transmission line anywhere in 
South Carolina? 
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Mr. Lewis. Mr. Chairman, in the beginning there were some re- 
strictions that they could not build above the imaginary line drawn 
through the city of Columbia, which is in the center of the State. I 
don’t know if that has ever been revoked or not, but I think it has. 

Senator Haypen. Is the Santee-Cooper organization in a prosper- 
ous condition ¢ 

Mr. Lewis. Yes, sir. 

Senator Haypren. Are they going on with the development ¢ 

Mr. Lewis. Yes, sir. 

Senator Haypen. Are they having trouble raising money ¢ 

Mr. Lewis. I would say no, sir; that is my opinion, sir. 

Senator Haypen. Why I am asking i is that there has been disposi- 
tion in the past before this committee to see that power would not 
necessarily go to the nearest private utility to the hydroelectric-de- 
velopment busbar, but rather to get it away from the place where 
it was generated, to a load center and on a high-voltage line. 

Then there it would be stepped down either by cooperatives or by 
private utilities and there would be some competition in securing 
the power. 

On the other hand, if you just take that one private utility, there 
would be no competition. ‘That is the reason why we have advocated 
more transmission lines. 

On the other hand, there have been instances where the Govern- 
ment did not have to carry a line so far because the cooperatives, 
or the private utilities, w ould come and get it. 

I was just curious to know what the situation was in South Carolina 
with respect to that. 

Mr. Lewis. Answering your question about Santee-Cooper’s finances, 
it is quite a long story. But just to give you the gist of the set-up, 
Santee-Cooper is a State agency. 

Senator Haypen. I understood that. 

Mr. Lewis. They borrowed money from General Services Admin- 
istration and nell the Central Power Cooperative was organized, 
they were authorized to go into debt to a limit of $9 million on that 
system. So I would say ‘that they are near the end of that debt, and 
any facilities that they would bear would have to come out of their 
operating revenues. 

The Southeast has long since been declared a critical area as far 
as power is concerned and South Carolina is one of the more critical 
of the several States. 

Today, with one of the greatest industrial expansions in the history 
of our country, South Carolina needs all the power she can get. With- 
out the Batesburg and Hartsville lines, our State will not get its 
share of the Clark Hill power. 

I am sure that when Congress decided to spend some $80 million 
to construct the Clark Hill project, they did not intend for the power 
to be delivered over to a private company at the dam, to be sold to the 
people at a large profit. 

We have heard so much lately about private enterprise and our 
American way of life. Let me tell you that competition breeds free 
enterprise and our opponents do not want competition. They want 
all the Clark Hill power and they want to sell it to the people second- 
hand, at high rates. 
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The people of South Carolina need this power, gentlemen, for more 
reasons than just this industrial expansion. I contend that the pro- 
duction of food and fiber is as much defense work as the production 
of steel or the atom bomb. 

Getting electricity to the farms increases production and efficiency, 
as you well know and understand. 

Also, gentlemen, the market for the power that these Southeastern 
lines will serve is already in existence. From the minute these lines 
are energized they will become economically sound business propo- 
sitions. 

Your serious consideration of this matter will be greatly appre- 
ciated by the rural people of the Southeast. 

Thank you, sir. 

Senator Haypven. Thank you. 

Mr. Lewts. Mr. Chairman, I might state also that the Batesburg 
line is a short line and it is possible that the Santee-Cooper project 
could build its line. 

But I do know in my own mind that they would not be able to finance 
the Hartsville line, and there it is absolutely necessary that we have 
these planning funds to start that line. 

Senator Haypen. What would be the length of that Batesburg 
line? 

Mr. Lewts. I believe it is in the neighborhood of 40 miles. 

Senator Haypen. I mean the longer line? 

Mr. Lewis. I would say 75 to 80 miles. 

Senator Haypen. Thank you, sir. 

Mr. Smith. 


STATEMENT OF J. E. SMITH, CHAIRMAN, SOUTHEAST POWER 
COMMITTEE 


KERR DAM POWER MARKETING 


Mr. Smrrn. Mr. Chairman, my name is Jack Smith. I am chair- 
man of the Southeast Power Committee and manager of the Mecklen- 
burg Electric Cooperative, Chase City, Va., a rural electric system, 
which serves 10,500 farm families and rural businesses in south-cen- 
tral Virginia. 

Our service area practically surrounds the John H. Kerr project, 
one of the several projects for which the Southeastern Power Admin- 
istration has power-marketing responsibility. 


WHEELING CONTRACT NEGOTIATIONS 


As you know, the Southeastern Power Administration and the Vir- 
ginia Electric & Power Co. have for more than a year been negotiating 
a contract under which the company is expected to provide South- 
eastern with power to firm up the Kerr project and make use of com- 
pany facilities available to icatinaien that will enable us to pur- 


chase Kerr project power as customers of the Government. 

It is our understanding that Southeastern and Virginia Electric & 
Power Co. have reached agreement on the contract’s fundamental pro- 
visions and are now discussing the engineering details that are in- 
volved in the operation of the arrangement. 


i i 


m 
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PURCHASE OF FIRM POWER FOR FEDERAL SYSTEM 


Assuming that the wheeling and firming agreement is concluded, 
the Southeastern Power Administration must have $495,000 requested 
for purchase of power to firm up the Federal system and for payment 
of wheeling charges. Our 13 electric cooperatives in Virginia want 
to support this appropriation. 

I may comment on that figure of 13. It is not the total number of 
cooperatives in Virginia, but is the number of cooperatives that will 
benefit from the power from that project. 

In addition, we ask that the other funds in the budget for opera- 
tion and maintenance be approved. The Southeastern’s marketing 
responsibility is constantly growing and funds are needed to perform 
the job to the best interest of the Government. 

Further, we want to support the construction items in the budget 
for other States in the Southeast because we believe that suitable 
arrangements for carrying power from the Federal hydroelectric de- 
velopment to the electric cooperatives will not be made available until 
appropriations are approved for the Government to build those 
facilities. 

Senator Haypen. The House has allowed the $495,000 that you 
mentioned ; has it ? 

Mr. Smirn. Yes, sir. 

Senator Haypen. The only question that has been raised here is 
whether or not that is to be devoted solely to firming up the power 
at the Kerr Dam and for this Virginia arrangement. There seems to 
be some fear on the part of the power companies that this money 


might be diverted or used for a general power-purchasing program 
that would put the power business above and beyond the quantities 
of power that could poraey be generated in the hydroelectric plant 


and firmed up by a wheeling agreement. 

Mr. Smiru. Senator, it is my understanding that this was specif- 
ically asked for and the proper amount to carry out that wheeling 
arrangement with Vepco. 

Now, whether there is surplus for other purposes in there, I don’t 
know. 

Senator Haypen. The House report makes it clear. It says: 

* * * Of this increase, $495,000 will be required for the purchase of power 
to firm up the Federal system and for the payment of wheeling charges under 
the pending contract with the Virginia Electric Power Co. * * * 

If that is all that is for—and it is so stated—there can be no argu- 
ment about it. 

Mr. Smirn. I have a few other comments, Mr. Chairman, if I may 
make them. 

Senator Haypen. Go ahead. 


WHEELING CONTRACT 


Mr. Smirn. This contract that Southeastern has presented to the 
cooperatives in Virginia under this wheeling arrangement, whereby 
we will be customers of the Government, calls for a nonessential per 
kilowatt demand charge and energy of 414 mills. 

If you apply that to the actual purchases of the cooperatives in 
Virginia during the years 1950 and 1951, the cost would be between 
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6.8 and 7.2 mills per kilowatt-hour, as compared to 714 mills that we 
are now paying the power company. 

That rate varies due to the load factor. 

We have for 14 years in Virginia been fighting for an adequate and 
dependable source of power at a reasonable cost. The 16 cooperatives 
in Virginia are now serving better than 80,000 consumers, and we 
have always felt that the future of the cooperatives demanded our own 
source of power or a source friendly to the cooperatives. 

After all, here we are depending upon our chief competitor for our 
supply of the product that we sell. 

The cooperatives in Virginia are under the jurisdiction of the State 
cooperative commission and are classified as utilities by that com- 
mission. We pay the same taxes and must live under the same State 
statutes as the power companies; yet almost everything we attempt 
to do with regard to our power source is opposed by the power com- 
pany or companies in Virginia. 


COOPERATIVES TRANSMISSION SYSTEM 


We saw, in the Government’s John H. Kerr development, the op- 
portunity of settling the power source problem. We organized our 
own generation and transmission system, called the Old Dominion 
Electric Cooperative, to tie in with the Government project and serve 
ourselves with that power and power generated at our steam plant. 

The Virginia Electric & Power Co. opposed a plan before the com- 
mission and killed it by offering a 25-percent reduction in power cost. 
They reduced the cost from 1 cent to 714 mills. 

Still believing that we would get cheaper power from the Govern- 
ment dam as well as securing a more friendly source, we supported the 
proposed Langley Field line last year. At the same time that we were 
supporting that line here before your committee, our cooperatives and 
SEPA had started wheeling negotiations with Virginia Electric Power 
Co. That company strongly opposed the Langley Field line, as you 
well know, and after the Government appropriated funds for the line, 
the power company’s attitude immediately changed toward the idea 
of wheeling for the Government. 

In fact, I understand—although I was not here yesterday—that 
witnesses of the Virginia Electric & Power Co. testified before your 
committee that the wheeling arrangement agreed upon for Virginia 
resulted from the Old Dominion’s cooperatives and the fear that 
Congress would appropriate funds for federally built transmission 
lines. 


POWER RATES 


Last year that same witness testified that he could not see why the 
cooperatives wanted Government power from the Kerr Dam since it 
would cost 9.1 mills per kilowatt-hour when his company was already 
selling power for 744 mills. 

However, the costs calculated from the proposed contract, as I 
mentioned just now, between SEPA and the individual cooperatives 
now show that the cooperatives will be able to get power at 7 mills at 
a 50-percent load factor and lower as the load factor increases. 

Mr. Chairman, our experience shows that we need appropriations to 
get satisfactory arrangements with the power companies. 


+— = © & © O wD 





INTERIOR DEPARTMENT APPROPRIATIONS, 1953 1251 


We hope that you will see it that way. 

I may say before concluding that the wheeling agreement in Vir- 
ginia is not a contract as yet and we may have to request your assist- 
ance unless an agreement is concluded. 

I thank you. 

Senator Haypren. I have a statement here by Mr. J. T. Dudley, 
manager of the Singing River Electric Power Association, of Lucedale, 
Miss., which shall be inserted into the record at this point. 

(The material referred to follows :) 


STATEMENT OF J. T. DupLEY, MANAGER, SINGING River ELEctRIc Power 
ASSOCIATION, LUCEDALE, Miss. 


Mr. Chairman and gentlemen of the committee, my name is J. T. Dudley. I 
am manager of the Singing River Electric Power Association, Lucedale, Miss. 
This is a rural electrification project, borrowing funds from the Federal Gov- 
ernment and serving about 6,000 members in sou‘heast Mississippi. I am also 
a member of the board of directors of Mississippi Rural Electrie Association, 
a service organization for the rural electrification co-ops in Mississippi. This 
organization represents a majority of the cooperatives in the State, the combined 
membership representing about 90,000 farm families. I have been chosen by 
this board to appear before this committee to give you the benefits of our attitude 
toward the pending appropriations. 

We have studied Southeastern Power Administration’s present and future 
plans for transmission lines. We feel that their present budget request is very 
sound from a financial viewpoint and from an engineering standpoint for the 
distribution of electric power. 

As you know, a tremendous amount of money is being spent in the Southeast 
for the construction of flood control, navigation, and electric power dams. The 
electric facilities at these dams must be integrated with existing power facilities 
in order to realize the greatest benefit. Most of the generating facilities are 
designed by the Army engineers to be operated as peaking stations. For example, 
the Kerr project will not have enough water power available to operate more 
than an average of about 5 hours per day when all the generating capacity is 
completed. Stations of this type cost quite a bit more than firm power stations 
but the electricity generated is much more valuable. If no transmission lines 
are built from these stations, the generation equipment cannot be integrated 
with any electric system other than the existing power companies in the impe- 
diate areas. We feel that in order to protect the Government’s huge investment 
it is necessary to build some transmission lines away from each of these projects. 
The cost of these transmission lines as proposed by the Southeastern Power 
Administration are very, very small as compared to the total investment. 

Of the projects under construction, Jim Woodruff project would be the nearest 
to us. The estimated cost of this dam, reservoir and hydroelectric plant would 
be $42,208,000. Southeastern Power Administration proposes to build two trans- 
mission lines away from this project. One into Florida which would serve 
several cooperatives and one into Alabama which would serve the Alabama 
Electric Cooperative which is a generating and transmission cooperative com- 
prised of 15 distribution cooperatives. The total cost of the proposed trans- 
mission lines would be less than $2,500,000 or less than 5% percent of the total 
investment in the project. About the same condition exists in the other areas 
where the Southeastern Power Administration is asking for funds. I used this 
project as an example because it is nearest to us and because it would ultimately 
serve adjoining cooperatives to us in Alabama. 

I would like to remind you that we have no source of power other than the 
commercial power company in our area. The construction of these lines would 
make another source of power available in the area served by the Southern Co. 
This would give the rural electric svstems throughout the Southern Co.’s area 
some bargain power in dealing with the companies in this system. We also 
fee] that the appropriation will cause the Southern Co. to be more willing to 
enter into satisfactory wheeling agreements with the Southeastern Power Admin- 
istration. They have said time and again that they were willing and anxious to 
enter into wheeling avreements, but the last offer I am familiar with was simply 
a bushar purchase of the power which they would resell to us. 
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We feel very strongly that the appropriations which Southeastern Power 
Administration now asks for should be made in order to protect the Govern- 
ment’s investment and to assure the rural electric systems of a dependable and 
adequate supply of power at reasonable rates. ; 


COMMUNICATIONS IN REGARD TO CLARK HILL DAM TRANSMISSION LINES, 
SOUTH CAROLINA 


Senator Haypen. I also have before me letters addressed to 
Senator Maybank, from the Little River Electric Cooperative, Inc., 
of Abbeville, S. C.; from the Lynches River Electric Cooperative, 
of Pageland, S. C.; from the South Carolina Electric Cooperative, 
of Columbia, S. C., and from the Mid-Carolina Electric Coopera- 
tive, of Lexington, 8. C., which Senator Maybank desires to have 
inserted into the record. 

They will appear in the record at this point. 

(The material referred to follows:) 


LittLe River ELECTRIC COOPERATIVE, INC., 
Abbeville, S. C., March 8, 1952. 
Hon. Burnet R, MAYBANK, 
United States Senate, Washington, D. C. 

DEAR SENATOR MAYBANK: There is considerable activity and effort among the 
commercial power companies to divert the electric energy that is to be at the 
Clarks Hill hydro development to the power companies for their disposal and 
transmission of this energy. 

Some of these ideas are to transmit the energy over the system to the Georgia 
Power Co.'s line to be diverted to the TVA area. 

We believe that since such an expenditure has gone forward by the Federal 
Government constrecting such a tremendous and expensive generating plant 
bordering our State and the State of Georgia certainly the people should reap 
the benefits of such an investment by the Government, and not a monopolistic 
group of companies that would control the energy, thereby controlling any 
competitive features of public power production against private power pro- 
duction, thus defeating the thing we believe that will reduce the wholesale cost 
of power delivered to agencies for resale, which will mean any saving brought 
about will be passed on to the consuming public in general. 

The following is a resolution passed by our board of directors at their regular 
monthly meeting held on March 4, 1952, asking your support to the funds 
asked for by the Southeastern Power Administration to distribute energy gen- 
erated at the Clarks Hill hydro plant to various delivery points over the 
Southeast. The subject funds are requested by the Southeastern Power Ad- 
ministration in various amounts for preliminary survey, engineering, and the 
actual construction. 

“Be it resolved, That the board of directors of Little River Electric Coopera- 
tive, Inc., Abbeville, S. C., serving approximately 3,500 consumers in either 
Abbeville, Anderson, or McCormick Counties, hereby request the president of 
the board of directors, Mr. L. W. Ridlehoover, to pass along this resolution to 
the Honorable Burnet R. Maybank, Olin D. Johnston, and William J. Bryan 
Dorn, our congressional delegation, in Washington, D. C., and urge them to 
support the request providing funds to construct transmission lines radiating 
from the hydro generating plant at Clarks Hill Dam site, a federally financed 
public power project, geographically located on the border of the State of South 
Carolina and the State of Georgia, approximately 12 miles North of Augusta, 
Ga., on the Savannah River ; and be it further 

“Resolved, That this board of directors request our congressional delegation 
in Washington, D. C., to support the funds requested by the Southeastern 
Power Administration,” 

I trust you can support the above resolution for us at this time, and we 
believe this will be a general benefit to the rural people of our area and the 
public in general, 

Sincerely yours, 


L. W. RIDLEHOOVER, 
President, Board of Directors, Little River Electric Cooperative, Inc. 
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LYNCHES RIveR ELECTRIC CO-OPERATIVE, INC., 
Pageland, 8. C., March 3, 1952. 
Hon. Burnet R, MAYBANK, 
United States, Senate, Washington, D. 0. 

Deak SENATOR MAYBANK: In behalf of the members of the board of directors 
of the Lynches River Electric Cooperative, Inc., consisting of the following: C. L. 
Truesdale, vice president, Kershaw, 8S. C.; K. P. Stewart, secretary-treasurer, 
Pageland, S. C.; C. Ross Blackmon, Kershaw, 8. C.; Joe P. Kennington, Kershaw, 
S. C.; D. E. Baxley, Kershaw, 8S. C.; R. W. Outen, Pageland, 8S. C.; R. E. Laney, 
Cheraw, S. C.; and George W. Gregory, Jefferson, 8S. C., and the more than 5,500 
families it serves in Lancaster, Kershaw, and Chesterfield Counties we urge 
your support of the Southeastern Power Administration appropriations to build 
lines from the Clark’s Hill and other projects in the Savannah River Basin. 

Unless the Southeast Power Administration is allowed to construct these lines 
rural electric cooperatives municipalities and other bodies will be denied the 
use of power from Clark’s Hill and other Savannah River Basin projects. 

These projects consist of the following in South Carolina which will serve 
rural electric cooperatives throughout the State: 

1. 115-kilovolt tranmission lines from Clark’s Hill to Greenwood, 8S. C., from 
which the Greenwood County Electric Power Commission, Newberry Electric 
Cooperative, Inc., and the Laurens Electric Co-operative, Inc., will reecive service. 

2. 115-kilovolt transmission line from Clark’s Hill to Batesburg, S. C., from 
which the South Carolina Public Service Authority which in turn serves 16 
rural electric cooperatives comprising the Central Electric Cooperative would 
receive service. 

3. 115-kilovolt transmission line from Clark’s Hill to Hartsville, 8S. C., this line 
will provide service to the Central Electric Power Cooperative through the South 
Carolina Public Service Authority and 16 rural electric distribution cooperatives 
comprising the Central Electric Power Cooperative would benefit from this line. 

We therefore urge your wholehearted support to the Southeastern Power Ad- 
ministration. 

Very truly yours, 
LyNcHEs River ELeEctTRIc COOPERATIVE, INC., 
S. P. Jones, President. 


SoutnH CAROLINA ELEcTRIC COOPERATIVE, INC., 
Prosperity, S. C., April 17, 1952. 
Senator Burner R. MAYBANK, 
Senate Office Buildings, Washington, D. C. 

Dear SENATOR: As president of the Mid-Carolina Blectric Cooperative, Inc., 
and vice president of the South Carolina Electric Cooperative, I am writing to 
you in behalf of the rural people of the State of South Carolina, to urge you to 
support the appropriations asked by the South Eastern Power Administration 
for transmission lines in our State, 

As you know, SEPA requested funds for fiscal 1953, for lines from Clark Hill 
to Greenwood and Clark Hill to Batesburg, and funds only necessary for plan- 
ning purposes for the Hartsville line. The Hartsville line to be constructed in 
fiscal 1957. 

The House has disapproved funds for these lines with the exception of the 
Greenwood line. We do not understand why our Federal Government would 
spend some $80 million in constructing the Clark Hill project with tax money, 
money collected from all the people, and then turn the power generated there 
over to a private concern to make enormous profits therefrom. We do not be- 
live that this was the intent of Congress when the project was authorized. Nor 
do we believe that a majority of Congress would fail to support these transmis- 
sion lines, if they were informed of the true circumstances. 

You are fully aware of the need in our State for all the power that we can get 
from this project with the industrial expansion that is now taking place here. 
Also you have been a champion of the rural electrification program throughout 
the life of REA, and realize that dependable low-cost power must be delivered 
to our farms in abundance if they are to produce food and fiber for the defense 
effort, especially now with the shortage of farm labor in our State. 

We back home here are looking to men like you in Congress to preserve the 
rights of the people to get this power over lines that the people can have some 
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voice in and not have it bottled up by private concerns that more or less set 
their own regulations and price. 

The Rural Electric people of South Carolina are proud of the way you have 
supported the REA program, and want to urge you to reinstate these south- 
eastern lines, as the farmers of South Carolina have a large stake in this project. 

With kind personal regards, 

Yours very truly, 
Homer R. Lona. 


MID-CAROLINA ELECTRIC COOPERATIVE, INC., 
Lexington, S. C., April 19, 1952. 
Senator BuRNeET R. MAYBANK, 
The United States Senate, Washington, D. C. 


Dear SENATOR MAYBANK: Attached you will find excerpts from the minutes of 
the meeting of the board of directors of Mid-Carolina Electric Cooperative, Inc., 
which expresses their desire to have you support the completion of transmission 
lines and future growth of public power enterprises in our area. 

We wish to take this opportunity to thank you for your support in the past. 

Yours very truly, 
Mip-CAROLINA ELECTRIC COOPERATIVE, INC., 
M. WISE CAUGHMAN, Manager. 


EXcerRPTS FROM THE MINUTES OF THE MEETING OF THE BOARD OF DIRECTORS OF 
Mip-CAROLINA ELECTRIC COOPERATIVE, INC., HELD ON Aprit 16, 1952 


The chairman stated that all of the board members had received information 
both through the newspapers and letters from our national office giving data as 
to the condition of loans and application being made to expand the public 
power program, especially in the building of transmission lines to tie in with 
federally built dams or generating stations. The chairman asked that a thorough 
discussion be held and after reviewing some of the information it was unani- 
mously approved that the following resolution be adopted: 

Resolved, That the building of federally financed transmission lines and gen- 
erating stations be continued in spite of the opposition shown; be it further 

Resolved, That we notify our cooperative members that certain agencies are 
trying to persuade Congress not to appropriate money or finish the building of 
some transmission lines; be it further 

Resolved, That a copy of this resolution be sent to our United States Senators 
and Congressmen from our State. These resolutions to be certified by our 
president and secretary. 

[SEAL] H. R. Lona, President. 

W.L. Rawt, Secretary. 


NATIONAL PARK SERVICE 


MAINTENANCE AND REHABILITATION 


STATEMENTS OF WILLIAM C. SIMMS, ADMINISTRATIVE ASSISTANT 
TO SENATOR HUBERT H. HUMPHREY; AND SIGURD OLSON, CON- 
SULTANT, PRESIDENT’S QUETICO, SUPERIOR COMMITTEE 


GRAND PORTAGE NATIONAL HISTORIC SITE, MINN. 


Senator Haypen. You may proceed, sir. 

Mr. Sums. Mr. Chairman, my name is Williams C. Simms. I 
am administrative assistant to Senator Hubert Humphrey, of Min- 
nesota. 

You have a long and tedious day with all these hearings; if you 

9 
prefer, I would be perfectly happy to place Senator Humphrey’s 
statement in the record. 





INTERIOR DEPARTMENT APPROPRIATIONS, 1953 1255 


Senator Haypen. That may be done, and you can high light it, if 
you wish. 
(The statement referred to follows :) 


STATEMENT BY SENATOR Husert H. HUMPHREY ON GRAND PORTAGE NATIONAL 
Historic Sire 


I should like to place before the members of this committee the facts con- 
cerning a pressing situation which has arisen at one of our Nation’s outstanding 
historic shrines. In the far northeastern corner of the State of Minnesota, 
which I have the honor of representing, lies the Grand Portage, the still- 
traceable trail between Lake Superior and Pigeon River, over which passed 
generations of Indians and thousands of explorers, fur traders, soldiers, and 
missionaries who helped to open the interior of this continent. 

In the early period of American history, when roads were few or nonexistent, 
waterways provided the principal routes of transportation. One of the greatest 
of these early highways into the interior led from the St. Lawrence River in the 
East through the Great Lakes to the Pigeon River, which now forms part of 
the boundary between the United States and Canada. Because the last 20 
miles of the Pigeon River before it empties into Lake Superior are a series 
of falls and rapids, impassable by boat, a cut-off route from the head of the 
rapids to the lake was developed, and over it canoes and cargoes were carried. 
This tract, worn deep by the feet of generations of heavy-laden travelers, was 
ealled the Grand Portage, or Great Carrying Place, because its 9-mile length 
was unusual in the north-woods country of many lakes and singing waters. 

The origin of the Grand Portage is lost in antiquity. Indians had used it 
for generations before the first white men visited the region. Following the 
Indian travel routes westward, early French explorers and traders discovered 
this portage and developed it into one of their main travelways. The famous 
explorer Sieur de la Verendrye is known to have passed over it as early as 1731, 
and within a few years a bustling fur trade was being conducted over the route. 

When Great Britain replaced France as the ruler of Canada in 1763, British 
traders took over the fur traffic, and Grand Portage held its place as a main 
gateway to the interior. A military post was erected at the eastern end of the 
trail at Grand Portage Bay during the Revolutionary War, and in 1785 the vast 
North West Co., of Montreal, built one of its principal trading posts and depots 
here. A smaller post was erected at the western end of the portage, and the 
trail was improved until oxcarts could pass over it. Through the post on Grand 
Portage Bay passed the annual harvest of furs from the company’s far-flung 
posts in the heart of the continent, and here the supplies were brought from 
Montreal for distribution to the interior. The yearly rendezvous here was one 
of the most colorful events of the American fur trade. 

At the end of the American Revolution, the Grand Portage was encompassed 
within the boundaries of the United States, but it was some years before the new 
Republic could make its authority felt over the fur trade on this distant frontier. 
But once it became clear that United States customs duties would be collected 
on traffic passing through Grand Portage, the Canadian firms began to lose 
interest in the area. Another trade route was found, and in 1801 the North 
West Co. removed its headquarters to Canadian soil. John Jacob Astor’s Ameri- 
ean Fur Co. took over the post after the War of 1812, but the establishment never 
regained its former prosperity, and it was abandoned, evidently in the 1840's. 
But so important was the trail considered by the United States and Great 
Britain that the Webster-Ashburton Treaty of 1842, which settled some northern 
boundary questions, contained a provision that citizens of both nations should 
have free and equal use of the portage. This treaty is still in effect. 

In 1854 the Grand Portage was included in a tract of land set aside as a 
reservation for the Chippewa Indians. This beautiful reservation has existed 
to the present day. The Minnesota Historical Society has long been interested 
in Grand Portage and has led a movement to bring it once more to the attention 
of the Nation. In 1986 the society directed archeological excavations which 
located the North West Co. stockade, and the next year the historic post was 
reconstructed under the auspices of the Bureau of Indian Affairs. The stockade 
walls and the stout trade houses stand in a picturesque forest setting over- 
looking the waters of Grand Portage Bay. 

The outstanding historical importance of Grand Portage in American history 
has now achieved general recognition. In 1936 the Advisory Board on National 
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Parks, Historic Sites, Buildings, and Monuments approved the site as being 
of national significance because of its association with the fur trade, explora- 
tion, and colonization of the Northwest, because of its significance as an histori- 
cal geographical link between the United States and Canada, and because of its 
excellent state of preservation in a wilderness setting. 

The Minnesota Chippewa Tribal Council and the Grand Portage Band of 
Indians have also been well aware of the historic significance of the site and 
in 1951 entered into an agreement with the Secretary of the Interior to designate 
it as the Grand Portage National Historic Site. 

As a result of this agreement, some progress in the preservation, develop- 
ment, and interpretation of this significant historic area for the benefit and 
inspiration of the American people is being made. The National Park Service 
has designated an attractive bronze national historic site marker, and plans 
are being made to unveil it at Grand Portage this summer. An informative 
folder describing the history of the site also has been issued. And that Service 
has requested in its budget estimates for the 1953 fiscal year an appropriation 
of $1,300 toward clearing the portage trail. It has also programed $300 for 
simple museum exhibits to be installed within the stockade. On their part, the 
tribe and council have attempted to keep up the grounds of the stockade and to 
provide guidance for visitors, but their limited funds have necessarily kept these 
activities at a small scale. 

Encouraging as these steps are, it is my firm opinion that they are not enough. 
At the present rate of progress, it will be years, if ever, before the significance 
of Grand Portage can be adequately presented to the ever-increasing numbers of 
travelers who each summer motor along the famed North Shore Drive and 
visit Isle Royale National Park. The story of Grand Portage is part of the 
Nation’s historic heritage, and it deserves to be told in such a manner that this 
site will become a source of inspiration to our people and an active force in 
strengthening our national life. 

I have made some investigations and have discovered that the cost of inaugur- 
ating an adequate exhibit and guide program at Granh Portage would be re- 
markably small. In my opinion, the greatest need is for a series of museum 
exhibits and dioramas to be installed in the attractive museum building already 
within the reconstructed stockade. I have been in touch with the National Park 
Service, and their museum experts tell me that very satisfactory exhibits could 
be created and installed for about $10,000. 

The repair and stabilization of the stockade is another pressing problem. It is 
estimated that this work could be accomplished for about $4,000. There is also 
need for an informed curator or custodian and for guides to receive and conduct 
visitors over the site during the summer months. These services call for an 
expenditure of $2,000, since supplementary assistance without charge would be 
provided by the Indians. These three items total only $16,000. 

Small as this amount is, the National Park Service is not able to provide it 
from its regular appropriations. So great are the demands upon its very limited 
funds, so many are the legitimete and urgent needs it must meet, that it can 
include in its 1953 budget estimates now before this committee a request for only 
$1,600 for work at Grand Portage. This amount is entirely inadequate and, 
therefore, I recommend that the funds authorized for the National Park Service 
under the ‘‘Management and protection” appropriation on page 24 of the bill be 
increased from $8,791,000 to $8,793,000, an increase of $2,000 for seasonal guide 
service; and that the appropriation for “Maintenance and rehabilitation” on 
page 24 of the bill be increased from $8,004,000 to $8,008,000, an increase of 
$4,000 to repair the stockade, and that the appropriation for “Construction” on 
page 24 of the bill be increased from $11,770,000 to $11,780,000, an increase of 
$10,000 to provide for the development and installation of suitable historical 
exhibits. 


BUDGET INCREASE REQUESTED 


Mr. Stuns. I would like to say, Senator, in addition to the state- 
ment, that we have had a very real interest in the Grand Portage 
national historic site. Not only has Senator Humphrey supported the 
creation of the site—in 1951—the project is whalcheaytaiily backed by 


the various conservation groups both in Minnesota and in the Nation, 
as a whole. 
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The Canadians cooperated with the United States in creating this 
national site, and at the dedication last year, which was in the hands 
of my friend, Mr. Sig Olson, a very successful dedication ceremony 

vas held. 

Since the dedication, the influx of visitors from all over America 
to the Grand Portage site has been tremendous, Senator Humpnrey 
feels it is imperative that additional funds be allocated to make the 
site usable for the visiting public. 

The request Senator Humphrey is making is in conjunction with 
and with the cooperation of the National Park Service. The amount 
is only $16,000. 

For emphasis, I would like to read the last paragraph of Senator 
Humphrey’s statement : 


Small as this amount is, the National Park Service is not able to provide 
it from its regular appropriations. So great are the demands upon its very 
limited funds, so many are the legitimate and urgent needs it must meet, that 
it can include in its 1953 budget estimates now before this committee a request 
for only $1,600 for work at Grand Portage. This amount is entirely inade- 
quate and, therefore, I recommend that the funds authorized for the National 
Park Service under the “Management and protection” appropriation on page 
24 of the bill be increased from $8,791,000 to $8,793,000, an increase of $2,000 
for seasonal guide service, and that the appropriation for Maintenance and 
Rehabilitation on page 24 of the bill be increased from $8,004,000 to $8,008,000, 
an increase of $4,000 to repair the stockade, and that the appropriation for con- 
struction on page 24 of the bill be increased from $11,770,000 to $11,780,000, 
an increase of $10,000 to provide for the development and installation of suit- 
able historical exhibits. 


GUIDE SERVICE 


I would like to state here parenthetically, Mr. Chairman, that the 


Chippewa Indians have cooperated wholeheartedly in the mainte- 
nance of the Grand Portage historical site. It is the feeling of the 
National Park Service that for an additional $2,000 guide | service, 
appropriate guide care and a curator could be provided. 

The Chippewa Tribe would donate the preponderant majority of 
the time and manpower, although they have no money. 

You will note, Mr. Chairman, that only $2,000 of this request would 
be a continuing appropriation; that is, year after year. The balance 
of $14,000 would be a one time appropriation for restoration of the 
existing structure, the paths, and stockade. 

At this time may I introduce to you,.Mr. Chairman, Mr. Sig Olson, 
who will tell you of his affiliations. He is much better qualified than 
I to answer any questions you may have. 

Senator avons . All right, Mr. Olson. 

Mr. Otson. I am associated with the Minnesota Historical Society, 
and I am a consultant to what is known as the President’s Quetico- 
Superior Committee, which is working toward the creation of an 
international forest up along the Minesota-Ontario border. 

Part of that forest 1s this Grand Portage area. 

I am also wilderness ecologist to the Izaak Walton League of 
America, which has been tremendously interested in this area, and 
am vice president of the National Parks Association. 

All of these organizations are tremendously interested in Grand 
Portage. 

I have lived up in the immediate area for some 30 years, and have 
become very familiar with it. 
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COOPERATION WITH CANADA 


Senator Haypen. How many square miles of that area is in the 
United States, and how much in Canada? I am speaking of Grand 
Portage now ? 

Mr. Otson. It is all in the United States. 

Senator Haypen. I understood that there was some Canadian co- 
operation. 

Mr. Orson. The Canadians cooperated just in putting on the dedica- 
tion. Their historical societies cooperated with us. They were in- 
strumental in bringing down the Premier and his Cabinet and other 
Canadian officials. They helped put on the dedication services of last 
summer; but, actually, it is a United States proposition that would 
be administered by the United States Government and financed by 
the United States. 

Senator Haypen. The reason why I asked the question is that I 
know sometimes we do not get things to function smoothly if there 
is an international plan. We tried that out with respect to a national 
montiment we desired to create on the boundary line between Mexico 
and the United States, near the route followed by Coronado, who was 
the first white man to come into what are now Arizona and New Mexico. 

We have been unable to obtain the Mexican cooperation that was 
sought. 

So I recently introduced a bill just to make it an American 
institution. 

Mr. Oxtson. May I show you a map just to give you an idea where 
this country is and why it is important ? 


HISTORY OF GRAND PORTAGE 


Grand Portage is a little Indian reservation. It is called Grand 
Portage because there is a long carry around the rapids of the Pigeon 
River. It is of great historical significance because in the early days 
the voyageurs from Montreal and “Quebec ‘ame up the St. Lawrence, 
traversed the Great Lakes and started their explorations and their fur 
trade at Grand Portage post. 

This was the gateway to all of the traffic that came from the Great 
Lakes and went up into the Far Northwest. This area was well 
known 250 to 300 years ago. 

Grand Portage was known before Chicago or St. Paul, or Minne- 
apolis, St. Louis, or any of the big midwest towns, 

It isa famous place because it was the bottleneck through which all 
the shipments of fur from all the Northwest came out here to the east, 
and it was the meeting place of the fur brigade from the Great Lakes 
area going inland. 

It was sort of a central gathering place where the brigades coming 
from the East met the brigades coming from the Northwest. There 
they traded their furs, reprovisioned, and started back again. 

At one time it was under French rule. The French used it from 
1660 to 1760, roughly. Then it was under British rule and finally 
under American rule. The flags of three nations have flown over it. 

Grand Portage has a historic significance. It is probably the only 
historic point in Minnesota and the only important point historically 
in the whole Middle West because at this point about a dozen explorers 
started off. This was their jumping off place. 
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RECONSTRUCTED AS HISTORICAL SITE 


At that little village now, where formerly used to live 1,500 to 
2,000 men, the Minnesota Historical Society, in cooperation with 
the Indian Service, has reconstructed the old stockade. It is falling 
into disrepair and part of the money that Mr. Simms mentioned will 
go toward the refinishing of that stockade. 

One of the old buildings has been reconstructed, and that is going 
to be used as a museum. 

The famous old Grand Portage Trail, 9 miles long, that runs the 
rapids of Pigeon, is going to be brushed out, replanted, and marked. 

The cribbing of the old Northwest Co. dock is still there. You 
can still see it through the waters of Lake Superior, but the storms 
have blown away the top timbers, the planking. 

While that is not mentioned in this appropriation, I hope that 
somehow funds will be found to reconstruct that so that it can be 
used, because it is part of the old historic site. 

The dedication last summer, of which I had charge, was a tre- 
mendously moving thing. At that time the flag of Canada flew 
from one bastion of this old stockade and the flag of the United 
States flew from the other. It was really an international occasion. 

When the Premier came down the old gangplank he was met by 
a kiltie band from the other side, by voyageurs in costumes that were 
fitted out by the Hudson Bay Co., by our bands, and Indians from 
a number of neighboring towns. It was really quite an affair, and 
for just a brief moment that day the old Grand Portage lived again. 

Then, after the dedication was over and the publicity had passed, 
the little Indian village settled down to what it was before, just a 
quiet little Indian town of two or three hundred souls, and every- 
body forgot it except the people who read about it. 

There was a tremendous amount of publicity. There was a novel 
called Grand Portage that came out last summer. There were a 
number of magazine articles. There was newspaper publicity from 
coast to coast. Naturally, everybody was interested. 

People kept coming in there week after week after week asking 
about Grand Portage, “What is there to see? Isn’t there anyone 
here to tell us? Why is the old museum locked up? Why isn’t 
there some place which will tell us where to go?” 

That kept on all summer long and through the winter. 

Senator Haypen. I assume those people arrived by automobile. 

Mr. Otson. Yes. There is the international highway which par- 
allels Lake Superior. They arrived by auto. They can drive into 
this little Grand Portage Reservation and see the old stockade and 
see the old bay and what is left of the dock. 

But we all feel that it is a very important historical site which 
should be preserved. It is rapidly falling into disrepair. 

The Minnesota Historical Society and the other organizations I 
represent feel that if this is taken care of properly that for the Middle 
West it will become as important as Gettysburg is to the East, or any 
of the famous battlegrounds, because this, to the Midwest is the No. 1 
historic attraction, and people are very anxious that something be 
done to put it into position where they can enjoy it and really see 
what is there. 
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All of these organizations would certainly appreciate anything this 
committee could do to make funds available to the National Park 
Service for this purpose. 

Thank you very much. 

Senator Haypen. Thank you for your statement. 

Mr. Sos. Thank you very much, Mr. Chairman. 


BUREAU OF MINES 


Atumtna PLANt, Laramie, Wyo. 


Senator Haypen. We will now take up the alumina plant at Lara- 
mie, Wyo. 

Before you proceed, gentlemen, we will insert into the record at this 
point a letter I have before me from the Bureau of Mines in regard to 
this matter. 

(The material referred to follows:) 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF MINES, 
Washington 25, D. C., May 13, 1952. 
Hon Cart HAYDEN, 
United States Senate, Washington 25, D. C. 


My Dear SENATOR HaypeN: The Bureau of Mines’ plan of operation for the 
Laramie alumina plant including the present status and a review of events 
preceding our acquisition of this experimental plant are summarized below. 

During World War II, when imports of bauxite ore were threatened by sub- 
marine activity in the Caribbean, four experimental alumina plants were built 
by the Defense Plant Corporation to demonstrate the feasibility of producing 
alumina from domestic raw materials other than bauxite. This program was 
discontinued at the end of the war after three of the plants had been operated 
fora short time. The fourth plant, located at Laramie, Wyo., was never operated 
and is the only plant that has not been converted to other uses. 

Despite extensive exploration for bauxite in the United States the known 
reserves of domestic bauxite ores are inadequate to support the United States 
aluminum industry. The increased bauxite requirements when the present ex- 
pansion program becomes effective will amount to five times the domestic bauxite 
production. The only way to avoid increased dependence on foreign bauxite is 
to develop a technology for producing alumina from clays and aluminum silicate 
rocks that occur in abundance within the United States. The Bureau of Mines 
has made an extensive study of the technology of recovering alumina from clays, 
alunite, and anorthosite rock. It was, therefore, proposed that the Bureau of 
Mines be authorized to complete the experimental alumina plant at Laramie and 
to carry out an experimental program to demonstrate the practicability of recov- 
ering alumina from anorthosite and to provide sufficient information for an eco- 
nomic appraisal of alumina production from nonbauxitic sources. 

A first step in the program was authorized under the Interior Department 
Appropriation Act of 1952 (Public Law 136, 82d Cong.) ; $347,110 was appro- 
priated to the Bureau of Mines for additional construction and modification 
of the Laramie alumina plant. General Services Administration transferred 
custody of this plant to the Department of the Interior on September 28, 1951, 
for a period of 2 years with a provision for an extension of an additional year 
if needed. A survey of the Laramie alumina plant by Bureau of Mines’ engi- 
neers at the time of this transfer showed that besides a general rehabilitation, 
a crushing plant, water supply and softening system, and oil burning equip- 
ment for the rotary drier and calcining kiln would be required for experimental 
operation. A pilot unit for small-scale testing will also be constructed at the 
alumina plant. 

The plant as constructed by the Defense Plant Corporation did not include 
crushing equipment because crushing was to be done with facilities at the 
cement plant adjoining the alumina plant. Orders for crushing equipment 
and oil burning equipment have already been placed and other purchase and 
construction contracts have been negotiated. A survey was made of equip- 
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ment available within the Bureau of Mines for use in the pilot unit at the 
Laramie plant. Bureau equipment which includes an evaporator, crystallizer, 
classifier, carbonator, thickeners, filter presses, and extraction tanks was de- 
livered to the plant on March 12, 1952. 

Preliminary operation of the plant will begin as soon as appropriated funds 
are available. The Bureau of Mines proposes to operate the Laramie alumina 
plant on an experimental basis to demonstrate the feasibility of producing 
inetallurgical alumina from anorthosite rock and clays. An appropriation of 
$1 million is requested for this project in 1953. This is the estimated cost of 
bringing the plant to capacity production and operating at full scale for 3 
months to provide complete and accurate information on the technology and 
cost of producing alumina by the lime-sinter process from low-grade aluminous 
ores, Suitability of the resultant alumina for production of aluminum and the 
value of the residue for the production of Portland cement. Preliminary runs 
will be made on each section of the plant separately, such as the crushing, 
sintering, leaching, disilication, precipitation and calcination sections. After 
the aptimum operating conditions have been established for each section the 
entire plant will be operated at full scale. A small-scale pilot unit will be 
operated in conjunction with the large plant. Operating difficulties that are 
encountered in the large plant will be investigated in the small-scale pilot 
plant. Tests during 1953 will be conducted on anorthosite rock. After com- 
pletion of work on anorthosite additional tests will be made on clays and other 
nonbauxitie ores, 

The Laramie plant in its present form was not planned as a commercial 
operation. The purpose of this plant was to develop the technology, not only 
for production of metallurgical alumina but also a byproduct that could be 
used in manufacture of cement and to obtain cost data for translation of this 
demonstration unit to a commercial scale plant. It is to be operated on an 
experimental basis to investigate the technology, equipment, economies, and 
product purities and uses on a larger scale than has been possible in previous 
investigations. Since the plant has never been operated on a full capacity 
basis there is no conclusive evidence that the contemplated technology or 
installed equipment represents the ultimate in full-scale plant design. Past 
experience of other similar alumina demonstration plants has shown that 
numerous revisions in technique and practice may be expected during initial 
periods of shake-down operation. 

On completion of the project a comprehensive report will be prepared cov- 
ering the research and development of the process and giving an over-all 
appraisal of the technologie and economic aspects of the production of alumina 
from aluminum silicates as raw materials. 

Sincerely yours, 
W. B. Rice, Acting Director. 


Senator Haypen. You may proceed, sir. 


STATEMENT OF S. W. RUSSELL, VICE PRESIDENT, MONOLITH 
PORTLAND MIDWEST CO. 


LARAMIE ALUMINA PLANT, WYOMING 


Mr. Russetu. My name is S. W. Russell, and I am vice president of 
the Monolith Portland Midwest Co. with offices at 505 Tramway 
Building in Denver, Colo. I appear here to present some salient facts 
in opposition to a request by the Bureau of Mines for the appropriation 
of $1,000,000 to be expended for some vaguely defined experimental 
operations of a plant in Laramie, Wyo., and for a short test run of the 
plant for some undetermined process for producing alumina from 
anorthosite, and aluminous clays. 

The plant at Laramie was originally designed by Monolith and was 
built by Monolith for the Defense Plant Corporation for the specific 
testing of an alumina process developed by Monolith. 
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DEVELOPMENT OF ALUMINA PROCESS 


My company is an old and successful manufacturer of cement. In 
its research program it developed a process for the production of 
alumina along with a basic material for cement out of the large 
anorthosite deposits of Wyoming. During the last war this process 
was found technologically feasible by all “the Government agencies 
which were vitally interested in dev eloping a domestic raw material 
for aluminum. 

In 1942 Oliver C. Ralston the then Chief of the Nonmetals Division 
of the Bureau of Mines, in a report to the National Academy of Sci- 
ences stated : “Here is the process we have been waiting for * * *.” 

All technological research on the process has long been completed. 
All that remains to be done is to test the economics of a commercial 
operation of the process. If the process proves up as Monolith and 
wartime Government engineers pr edicted, it would make this Nation 
a “have” Nation instead of a “have not” Nation in the most basic raw 
material for both war and peace, aluminum. 

The plant at Laramie was almost completed when the war termi- 
nated. The plant was never popular with the entrenched aluminum 
companies who control the foreign supplies of alumina. 


RFC WORK STOPPAGE 


With the war's end RFC immediately ordered work stopped on the 
plant and only strenuous court actions by Monolith, actions which are 
still before the Federal courts, prevented the plant from being canni- 
balized as were three other alumina semicommercial pilot plants with 
a loss to the Government of almost $30 million. 

Senator Haypen. I never could understand why they tore down 
the other plants and why this one was not allowed to proceed. It has 
all been a mystery to me. 

Mr. Russet. Senator, I think that at the termination of the war 
this plant was some 95 or 99 percent complete. The other plants had 
reached a point of completion, I understand. Some of them had test 
operations, if not all the other three. 

This plant was never tested. 

The results from the other plants, according to my understanding, 
were not satisfactory enough to justify their c ontinuance. 

Senator Haypen. That is the testimony, as I remember it. 

Mr. Russey. That is my understanding, Senator. 


TEST OPERATIONS 


In the last session of the Congress an appropriation of $350,000, 
urged by Monolith, was granted to the Bureau of Mines to complete 
the plant for test operations. As a result, by July of this year the 
plant, designed and built to make the test runs of the Monolith process, 
should be ready to operate. 

But the Bureau of Mines has publicly announced that, instead of 
commercially testing the process for which the plant was built, it will 
spend about 9 months experimenting with the different departments of 
the plant and finally in 1953 it will conduct a 60- to 90-day experi- 
mental operation. 
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The Bureau proposes to spend the million dollars to familiarize its 
personnel with the plant that has been built, and to make a test run of 
some undetermined process for a period of time any experienced 
engineer will concede is too short a period in which to obtain any 
worth-while result. Meanwhile Monolith’s engineers, who designed 
the entire plant and process and are familiar with every detail, will, if 
the Bureau obtains its appropriation, have to stand idly by. 

At the end of the year and of the million dollars, the country will 
still be without the essential knowledge of how to process commer- 
cially a domestic raw material for the production of aluminum. 

This result is one that clearly will be welcomed by the monopolistic 
interests in aluminum, who maintain their monopoly by the control 
of foreign sources of alumina. But we never expected to witness a 
Government representative, either in Washington or Wyoming, make 
an effort to retire this plant from a useful place in the aluminum 
industry. Yet the Bureau’s program will do just that. 


PROPOSED COORDINATION OF ALUMINA AND CEMENT PRODUCTION 


If the requested appropriation is granted for the purposes stated by 
the Bureau, we can look forward to watching a Government bureau 
waste a million dollars in an effort, or, rather, in a pretense, of doing 
what has already been done by Monolith and has been accepted by 
Government engineers who in the course of the war were looking for 
& process to test commercially. 

I would like to point out to you some phases of the operations 
inherent in the use of the Laramie plant which will affect your judge- 
ment as to the soundness of the Bureau’s proposal. 

The Laramie plant will be processing low-grade ores. Reject 
material represents approximately 65 percent of the gross material 
to be treated and handled. From an economic and practical stand- 
point, the utilization of the reject material as a byproduct for the 
making of cement is one of the great advantages of the Monolith 
process. 

The proper preparation of the byproduct material can easily be the 
decisive factor in the economics of the entire operation possible with 
the Laramie plant. To get the proper and most favorable results, the 
aluminum oxide production must be coordinated with the cement 
production from the first quarrying of the raw material through the 
entire production line. 

Otherwise, the final result can be nullified, and the $1,000,000 appro- 
priation wasted. 

The plant presently is keyed to work with the adjoining cement plant 
owned and operated by Monolith. Under the Bureau’s ‘plan this vital 
facet of the problem would be ignored. The Bureau of Mines would 
emasculate the process for which the plant is designed and would 
abandon the commercial aspects of the problem faced by the country 
in this time of need. 

The Bureau would deny access to the plant to private enterprise, 
which stands ready to take the constructive steps which are so essential 
in utilizing the facilities which have cost the Nation about four and a 
half million dollars. 


98400—52———_80 





1264 INTERIOR DEPARTMENT APPROPRIATIONS, 1953 


The Bureau would disregard economics. It would content itself 
with spending a million dollars fruitlessly to test the Laramie plant. 
Private engineers already have done the test work and the Laramie 
plant was built and is ready to go beyond test work and now is ready to 
produce commercially. 

The appropriation is unnecessary. Monolith has submitted a pro- 
posal to the Defense Production Administration to operate the plant 
and to produce and deliver finished alumina. If no alumina is pro- 
duced, the risk and cost will fall upon Monolith; if the alumina is 
produced, the cost to the Goyernment will be far less than the appro- 
priation here sought by the Government bureau for a frolic in testing 
someone else’s designed equipment. 

One more serious aspect should be considered by this Committee. 
Monolith’s process is protected by valid outstanding patents. In the 
wartime project they were made available to the Government on a fair 
basis, and Monolith would make them available on such a basis now. 

But the Bureau of Mines intends to expropriate these valuable rights. 
The Bureau proposes, if it ever gets done playing with the various 
pieces of equipment, to operate the plant as though the process were 
in the public domain. 

The Bureau will, if it can, not only ignore Monolith’s proposal to 
contribute to the national defense by providing a commercial test of 
the process which has already been found technically feasible by 
Government engineers, but it will try to confiscate the process itself. 

Monolith can do naught but protect itself by continued litigation. 
Title to the plant is now in question in the Federal court in Los 
Angeles. Monolith will protect its patents. 

Unless this Congress or some succeeding administration acts, this 
country will have no proved source of domestic aluminum in the fore- 
seeable future. 

With the outbreak of war, the enemy submarine will again cut off. 
this time perhaps permanently, the foreign supplies. Such a result 
will be catastrophic. 

To supplement these brief remarks I have a statement which I should 
like to have inserted in the record. 

Senator Haypen. That may be done. 

Mr. Russet. It is merely an elaboration of the general thoughts 
that I would try to convey. 

(The material referred to follows :) 


STATEMENT OF MONOLITH PORTLAND MIpWEsT Co., Los ANGELES, CALIF. 


The Bureau of Mines of the Department of the Interior has requested an ap- 
propriation of $1 million for some vaguely defined experimental operations of a 
plant at Laramie, Wyo., and for a short test run of the plant for some undeter- 
mind process for producing alumina. from anorthosite ore. This plant was ori- 
ginally designed and built for the specific testing of an alumina process developed 
by the Monolith Portland Midwest Co. 

Monolith Portland Midwest Co. recommends that this appropriation for the 
purposes stated be denied by the Congress. The proposal envisages a wasteful 
expenditure of money and a fruitless use of facilities which are vitally needed in 
the defense effort to prove up the Monolith process, which all authorities 
acknowledge is technologically feasible, and requires only testing for economic 
practicality to provide this country with an adequate source of alumina, the 
base material for aluminum, the most critical metal needed for national defense. 
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THE NATION'S ALUMINUM PROBLEM 


The present Laramie, Wyo., effort of the Government to free this Nation from 
dependence upon the foreign importation of bauxite necessitates the presenta- 
tion of the following facts. 

This Nation has always been a “have not” aluminum raw material nation. 
It could be a “have” nation today. The War Production Board, before Pearl 
Harbor, announced the Nation’s shortage of aluminum. Private industry was 
solicited to furnish its processes and know-how of some means of producing alum- 
ina. Approximately 8 percent of the surface of the earth is alumina, yet to date 
aluminum is produced only from bauxite. Only one important bauxite area has 
existed in the United States—in Arkansas. This area had by 1941 been prac- 
tically exhausted insofar as high-grade ore was concerned. The depleting of 
the Arkansas deposits has necessitated the importing of bauxite across the 
Caribbean from the Guianas for many years. The present Korean police action 
has again caused the administration to acknowledge the national aluminum prob- 
lem, For exmple, Assistant Secretary of the Interior, on February 4, 1952, as a 
part of his letter to the press, stated: 

“The additional bauxite required for expansion facilities under the Defense 
Production Act of 1950 will come almost entirely from increased imports from 
Surinam and Jamaica, bringing the proportion of imported bauxite to about 
80 percent.” 

During World War II, the seriousness of the Nation’s dependence upon im- 
ports was not revealed. The number of bauxite boats and their destiny was 
clearly stated on May 15, 1947, by Mr. Oliver C. Ralston, Chief of the Metal- 
Iurgical Branch, Bureau of Mines, in his testimony before the subcommittee of 
the Committee on Public Lands, United States Senate, on the investigation of 
national resources, at page 2: 

“We were decidedly embarrassed along at the beginning of 1943 when, of 
the 60 ore ‘boats’ that were bringing aluminum ore from the north coast of 
South America to the United States, we reached a point where 52 out.of the 60 
had been sunk. No one dared to breathe the situation at the time to the people, 
or, more important to the enemy. It was a large amount, and we went through 
the rest of the war with ships that were substituted, not well built for that 
purpose. The special ore ships were prepared for fast loading and unloading. 
So, we fought the war with substitute ships.” 

In addition to these bauxite ore boats, the German submarines sank 48 or 
more naval convoy vessels trying to protect them, making a total of 100 ships 
lost in getting aluminum raw materials to our shores, 

A realistic assessment of our national economy and safety requires that a 
substitute be found for bauxite. All aluminum plants using bauxite imported 
by ship must add to their cost the Nation’s amortization and operational costs 
of our sea lane armaments. The foreign air bases, our patrol fleet of surface 
and undersurface vessels are all part of the cost of operating and amortizing 
these plants dependent upon foreign bauxite. This makes the cost of plants 
using foreign ores come rather high to United States taxpayers, and demon- 
strates where the national economy is endangered in time of war with our defense 
forces scattered on the seven seas to keep the plants supplied with ore. 

The peril in which the Nation found itself on Pearl Harbor day is outlined 
in a letter of September 3, 1948, from Mr. A. A, Bunker, Director of the Aluminum 
and Magnesium Division of the War Production Board, to the then Vice Chair- 
man of the Board, Mr. Charles E. Wilson, wherein he wrote: 

“* * * the very first step which I took upon arriving here [Washington 
1941] was to cause a careful and thorough examination of domestic bauxite 
reserves to be made. It was immediately apparent that these reserves were 
inadequate to bear the full weight of a long and difficult war. 

“We were very definitely concerned over the enormous requirements that 
might be placed upon shipping to conduct any large scale war. We felt, for that 
reason, that every step should be taken to make this country entirely self-suffi- 
cient in supplying all of its necessary alumina from domestic raw materials. 

“* * * we can claim self-sufficiency for the aluminum system, undoubt- 
edly, the most vital metal system in the entire conduct of the war, only pro- 
vided we assume either a short war or a far greater degree of shipping freedom 
than we have ever enjoyed in the past 24% years. Both of these premises seem 
to me to be extremely hazardous and are not assumptions upon which we should 
dare to risk the possible outcome of this war * * *,” 
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The Russian Snorkel today is acknowledged as being a far more serious threat 
to water importation than the obsolete German submarine. Senator O’Maho- 
ney’s prepared statement appearing at pages 2215 and 2216 of the hearing on 
the Interior Department appropriation for 1952, recites: 

“When before the enactment of the Congressional Reorganization Act, I had 
charge of the stockpiling bill for the Military Affairs Committee, testimony was 
presented there that something like 52 vessels transporting bauxite from South 
America to the United States had been sunk at sea by German submarines, 

“We know now that the Russians have more submarines than the Germans 
had at that time. 

“So it is clear, if there should be—and we all pray, of course, that there will 
not be—an armed conflict that will involve us and the Russians, these Russian 
submarines could cut us off just as surely as the German submarines did. 

“Tt was because of that fact that War Production Board, during World War 
II, authorized the construction of four separate plants to test the alumina- 
bearing qualities of aluminous clays and rock throughout the United States, 

“Domestic sources of bauxite are limited, and if by any mischance of fortune 
the foreign sources of supply were cut off we would be without a source of 
aluminum sufficient to build the expanded air fleet so necessary to the protection 
of the United States.” 


MONOLITH’S PROCESS 


Its staff of chemists, metallurgical engineers, and executives for years before 
1942 had experimented with the problem of controlling and reducing the amount 
of alumina contained in the cement they produced. It is difficult to find raw 
materials on the surface of the earth that do not contain some alumina. Mono- 
lith has had years of technical and practical experience in the metallurgical 
field of processing great quantities of raw materials in kilns. 

By 1937 Monolith’s chemists and metallurgists solved the problem of controlling 
the alumina content of its cement. Its recognized scientists in their metallur- 
gical cement field responded to the Nation’s challenge of so{ving the problem. 

By January of 1942, they had produced alumina in the Monolith laboratories 
with a lime-soda-sinter process from inexhaustible alumina-bearing domestic 
ores. Mr. Coy Burnett, president of the Monolith companies, and who had then 
directed the research of these chemists for more than two decades, by letter 
on January 30 advised Mr. Donald Nelson, then Chairman of the War Production 
Board, that the Monolith companies believed they had a solution to the Nation’s 
problem. The result was that the technical advisers of the Board’s Aluminum 
and Magnesium Division, the Bureau of Mines, and the National Academy of 
Sciences requested Monolith chemists and metallurgists and executives to sub- 
mit and explain the process by which Monolith had then produced over 50 
laboratory samples of alumina. 

In the spring and summer of 1942, Monolith directed its scientists to meet the 
Government’s advisers at many points in the United States. At the request of 
the Government, it explained the process to the executives of Alcoa. By that 
time the Government’s proceedings against Alcoa had resulted in a few years’ 
aluminum production by Reynolds Metals Co. By request Monolith sent its rep- 
resentatives to explain its process to the Reynolds Co. at their Listerhill, Ala., 
plant. 

The value of the Monolith process in solving the national problem was epito- 
mized in the words of Oliver C. Ralston, the then Chief of the Nonmetals Divi- 
sion, Bureau of Mines, in his letter of March 4, 1942, to the National Academy of 
Sciences when he stated: 

“Here is the process we have been waiting for * * *,” 

The executive agencies requested Monolith to build a test plant capable of 
handling tonnage of raw material to establish on that basis the physical and 
chemical aspects of the process. 

At an expense of about $100,000 Monolith Co. scientists erected a laboratory 
test plant. By the spring of 1943, many samples of alumina produced by the 
Monolith process in this laboratory test plant had been analyzed by the Bureau 
of Mines. These analyses were reviewed by the National Academy members 
which included the usual number of representatives from the aluminum pro- 
ducers, Aleoa and Reynolds. Bureau representatives viewed the Monolith lah 
oratory test plant producing alumina. These acts of Monolith culminated 
in a request by the War Department that the RFC’s then subsidiary, Defense 
Plant Corporation, advance money to test the Monolith process in a semicom- 
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mercial pilot plant. Monolith’s process was the fourth process to receive such 
recognition out of the many hundreds presented by private enterprise. 

Assistant Secretary of the Interior Robert R. Rose, Jr.’s letter of February 4, 
1952, acknowledges the fact that 23 million of tax dollars were expended in 
constructing the four experimental plants. Only the Laramie plant at a cost 
of $4 million remains available today, and it as a result of the tenacity of Mono- 
lith’s organization. Congress appropriated $350,000 in 1951 for its completion. 

No official statement is available of the amount of Government money ex- 
pended in testing other processes in the three cannibalized experimental pilot 
plants. Some have said that more than 30 millions of dollars were expended 
during World War II by the Government on these experimental plants in seek- 
ing a solution of the alumina problem. 


MONOLITH CONTRACTS 


Monolith was solicited to expend the time of its personnel in designing and con- 
structing a plant and to test its process. The consideration to be received by 
Monolith for furnishig its metallurgical know-how at cost would be the proving of 
the commercial feasibility of the process in a semicommercial pilot plant. Mono- 
lith believed and still asserts that its ownership of the process it disclosed to the 
agencies was and is protected by the patent statutes created by Congress, especial- 
ly as against those to whom it disclosed its know-how and conceptions. 

The circumstances are revealed in a letter from A. Marvin Braverman, chief 
contract counsel for the Defense Corporation to Mr. H. D. McBride, manager of 
the oxide division, Monolith companies : 

“As I understand, the plant proposed to be erected by your company at Laramie, 
Wyo., for the production of alumina, is an outgrowth of developments on your 
part to produce a better grade cement by the extraction of alumina. The War 
Production Board has recommended that the Government invest its funds there- 
in to determine whether or not your pilot plant operations can be successfully 
applied to the production of alumina on a large scale. It is proposed that the 
Government shall advance $3,885,000 for the construction of such a plant and 
shall also advance the funds requisite for the operation thereof. If your process 
should prove commercially feasible, it would be a matter of great value to your 
company in having such a determination made at Government expense. If your 
process does not prove commercially feasible, your company would not have been 
put to the expense of erection and operation of facilities which do not prove out. 
In either event, the experiences gained by your company in the erection and 
operation of the plant should stand you in good stead.” 

As of June 28, 1948, the contract was executed, Monolith to be reimbursed its 
expense in designing, constructing, and operating the pilot plant with funds 
furnished by the DPC, with the right to purchase the plant upon the termina- 
tion of the contract, the Government to have a royalty-free use of the Monolith 
process for the duration of World War IT. Thereafter, Monolith to receive a 
reasonable royalty. That Monolith owned the process, had the know-how and 
the metallurgical experience in the field was made clear by the amended license 
agreement of 1944 prepared by Defense Plant Corporation counsel. 

Low manpower priorities, scarcity of materials, and equipment strategie to 
the completion of the Laramie pilot plant and delays in securing approval by DPC 
engineers of plans, designs, specifications, and schedules resulted in the Laramie 
plant being from 90 to 99 percent complete in July 1946. The 9 percent variances 
of incompletions depends upon whether you accept the estimate of DPC’s en- 
gineers of Monolith’s. Germany and Japan had surrendered so RFC proceeded 
to scrap and cannibalize the remaining available facility evidencing the expendi- 
ture of $23 million for construction. 

Congress was wisely concerned with problems of reconversion 9s well as war 
mobilization. It likewise was concerned with the philosophy involved in World 
War II. The Supreme Court, in passing upon the renegotiation statutes, 
characterized Congress’ World War IT legislation as being designed to protect 
private enterprise and to avoid mobilizing the all-out effort into a totalitarion 
state, which was the philosophy of the Nation’s then enemies—Germany, Italy, 
and Japan. The Congress directed, insofar as contracts identified with the war 
effort were concerned, in the Contract Settlement Act of July 1, 1944. that every 
citizen who is a party to a war contract with the Government agencies should 
receive an equitable settlement or the just compensation provided in our Consti- 
tution in the event his contract was terminated. On October 3. 1944, Congress 
prepared for the reconversion which of necessity had to eventually occur. Con- 
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gress vested authority in the contracting agencies to terminate their performance 
of war contracts. Reconstruction Finance Corporation, which had been a mere 
lending agency, was granted this authority. 

On July 24, 1946, when the Laramie plant was very near completion, the RFC 
issued its stop-work order. A stockpile of raw materials had been delivered 
to the plant. On September 10, 1946, it gave notice of its cancellation of the 
venture. Time has proven the fallacy of these acts by RFC. By letters dur- 
ing the period July 25 to October 1946, Monolith, in detail, explained the 
effect of RFC’s cancellation. REC’s arbitrariness is demonstrated by its 
October 22, 1946, letter refusing to discuss the problem upon the ground that 
it was acting upon the advice of its counsel. 


THE LITIGATION PROTECTED THE PLANT 


Monolith then had and now has confidence in its process and its ability 
to commercially produce alumina. Monolith retaliated to the advice of RFC’'s 
counsel by obtaining an injunction restraining the RFC from cannibalizing the 
Laramie plant. 

The cannibalization, as the liquidation of these plants was called, resulted in 
the Government receiving a nominal percent of the cost of the construction 
of the experimental plants. (See report of the chairman of the Senate Small 
Business Committee on Future of Light Metals and Government Plant Dis- 
posals, December 31, 1946, p. 85; and hearings before the Committee on Appro- 
priations, United States Senate, third supplemental appropriation bill, 1951, 
pp. 760-762. ) 

The wisdom of Monolith’s action is acknowledged in a statement of Senator 
O'Mahoney appearing at page 218, Senate hearings on the third supplemental 
appropriation bill, 1951, where he stated that many defense plants (not alumina 
experimental) were disposed of under the Surplus Property Act at 20 cents 
on the dollar, and he stated concerning the Laramie plant: 

“This particular plant was not sold because the suit was filed against the 
RFC by the Monolith Cement Co., and because the Senator from Wyoming took 
occasion to make appropriate representations to the Surplus Property Admin- 
istration and to the General Services Administration and to the Bureau of 
Mines and the Department of the Interior afterward to make certain that 
it would not be cannibalized as was the plant at Harleyville (one of the four 
alumina experimental pilot plants). I did not know anything about Harley- 
ville until it was lost.” 

Congress provided in the Surplus Property Act of October 1944 concerning the 
right of a war contractor to possess a war plant as it did in the Contract Settle 
ment Act, “Nothing in this act shall be deemed to impair any war contract or any 
term or provision of any war contract.” Monolith’s June 28, 19438, contract gave 
it the right to possess the Laramie plant to test the process by at least an opera- 
tion run. It is one thing for an executive agency like RFC to divorce itself from 
its performance of a contract to furnish money and entirely another thing, for 
RFC or its nominee, Bureau of Mines, to evict and dispossess a citizen who has 
a contractual right to possess the plant to test a nationally important process. 
In greater detail, the Senator from Wyoming responded to a comment of Con- 
gressman Keating as to why the Laramie plant was idle as follows: 

“T want the committee to know that there were two reasons why it was not 
cannibalized and sold. The first of the reasons is that the Monolith Cement Co., 
which had the contract to build and operate the plant, brought suit in the Federal 
courts, after Defense Plants Corporation was liquidated, to compel the RFC to 
complete the plant. The suit went all the way up to the Supreme Court, and 
of course that takes a lot of time. The company did not prevail, because the 
Court held that it had not exhausted all of its administrative remedies” (p. 584, 
House subcommittee hearings on Study of Monopoly Power, 82d Cong., 1st sess., 
Part I, Aluminum). 

If to this point readers or listeners have any sympathy for the tenacity of a 
defender of private rights, he will be shocked when reading or hearing the 
following chain of events. 


ALUMINUM EMERGENCY 


The Monolith organization’s confidence in its scientists’ ability to make this 
Nation independent of foreign bauxite continued notwithstanding RFC’s demands 
that Monolith give up all its rights. The Russian menace was apparent to 
Monolith. It forecast that in time a repetition of the World War II aluminum 
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peril would occur. Before 1950, two possibilities existed to save the Laramie 
plant for its original purpose: 
1. Eventual success by court action; and 
2. Congressional appropriation to the Bureau of Mines who would in turn 
contract with Monolith to test the process. 

In 1950 the necessity of Monolith maintaining an injunction to protect the 
plant became less urgent as a result of world conditions. The lower courts had 
held that Monolith had to submit to an administrative proceeding conducted by 
the RFC. In January of 1950, 4 months before the Supreme Court aflirmed the 
lower courts, Monolith submitted its claim for fair compensation to the RFC. 
Six months later, the Korean police action commenced. 

Monolith supported the enactment of the Defense Production Act in contem- 
plation of funds being made available to fulfill RFC’s obligation to bear the 
expense of testing the process. The Bureau of Mines has uniformly contended 
that the technology of the process had been demonstrated, leaving only the proving 
of the process upon a commercial basis. 

During the year 1949, Monolith attempted to solve the problem by a proposal 
that the executive agencies coordinate in the following manner: 

RFC to make the plant available, Bureau of Mines to observe and check 
Monolith operating the plant when testing the commercial aspects of the demon- 
strated process, and the funds to be made available by either congressional 
appropriation to the Bureau of Mines or from the funds available to defense 
agencies. 

That this was a practical solution and in accordance with the Bureau of 
Mines’ true status is demonstrated by the following: 

The Bureau of Mines was created by the act of May 16, 1910 (30 U. S. GC. A. 1). 
Section 3 limited the Bureau’s power to mineral research for the development 
of the Nation’s national resources. It was not created to engage in commercial 
production in competition with private enterprise. Historically, the Bureau 
has researched until its results proved attractive to commercial firms, and then 
left the proving of commercial feasibility to private enterprise. 

Until political expediency of the Interior Department directed otherwise, that 
was the view of the Bureau of Mines until February 1952. 


THE BUREAU OF MINES’ POSITION 


In 1947, the Bureau of Mines’ 127-page Report of Investigations No. 4132 
again approved the process. Senator O’Mahoney summarized the report at 
page 585 of the same Monopoly Power Hearing on Aluminum: 

“Small-scale laboratory tests supplemented by pilot (laboratory) plant runs 
have demonstrated that the alumina and soda occurring in the Wyoming anor- 
thosite from the Laramie Range can be extracted and recovered satisfactorily by 
the lime-soda process.” 

Mr. ©. Girard Davidson, then an Assistant Secretary of Interior, by letter 
dated June 1, 1949, stated: 

“From the standpoint of the Bureau of Mines and the Department of the 
Interior, this is a reasonable proposal (of Monolith’s) and will permit the com- 
pletion of one of the jobs that this Department has always felt should be 
completed.” 

On May 11, 1951, during hearings of the Senate subcommittee on 1952 appro- 
priations for the Interior Department, at page 140, Assistant Director Thomas H. 
Miller of the Bureau of Mines replied to a question as to whether or not the 
plant should be operated by a private corporation, as follows: 

“* * * From our standpoint that (operation by a private corporation) 
would be a perfectly simple solution of the problem. The Bureau's interest is in 
seeing to it that this test is performed. We would just as soon sit on the side- 
lines and watch some qualified industrial group do it as to do it ourselves. If 
such an arrangement could be made, it would be appropriate so far as we are 
concerned,” 

To relate the events demonstrating the concerted effort of the RFC and Inte- 
rior Department to not only confiscate Monolith’s patented process, but also to 
put the Bureau of Mines in the business of producing alumina in competition 
with private enterprise, it is necessary to relate the history of the Bureau’s 
attempts to secure appropriations. 

In 1950, for the fiscal year 1951, the Bureau's budget estimate contained items 
of $500,000 for completing the plant and $750,000 for operating the plant, for 
that year. This budget request failed. In 1951 budget requests were renewed 
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and Congress appropriated $350,000 for completing the plant during the fiscal 
year 1952 to test Monolith’s patented process, but again denied the application 
for $750,000 to operate the plant. Monolith organization supported all these 
budget requests at those times but now vehemently opposes the pending request 
for $1,000,000 to operate the plant. The issue is clear, it is: Government opera- 
tion of business plus confiscation of patent rights. 

To spell this out, again we must revert to the record. During the course of 
the hearings before the Senate Committee on Appropriations, third supplemental, 
1951, Senator O'Mahoney advised the committee (pp. 213-214) of the existence of 
Monolith’s patents on the process and that this process, with a byproduct cement, 
seemed to have the best opportunity existing to make alumina at a commercial 
price. Senator Cordon stated that (p. 215): 

“It (Monolith) had the patent and it ought to have the basic know-how if there 
is any in existence.” 

Senator O’Mahoney stated that so far as he was concerned, he had no interest 
in whether the Monolith Co. operated the plant or the Bureau of Mines operated 
the plant. He acknowledged that Monolith was anxious to continue in the 
venture. He stated: 

“T think private industry would be better, if the private industry can demon- 
strate to the satisfaction of the committee that the process is feasible and should 
be carried through.” 

Senator McClellan stated: 

“* * * JT understand this plant is to experiment and develop the possibilities 
of the feasibility of this process for producing alumina * *. * that would be 
by contract with your company (Monolith) or some other company that is com- 
petent to operate it and make those tests.” 

Congressman Norrell, of the State of Arkansas, being the location of the Alcoa 

controlled, practically depleted bauxite deposits, had raised the question con- 
cerning patents. Congressman Norrell asserted that Alcoa had given to the 
rovernment its red mud patent which was issued to an Alcoa employee, a Mr. 
Brown. In fact, a license was granted to Reymonds Metals Co. during a dispute 
between the Justice Denartment and Alcoa as to whether or not the Justice 
Department would further prosecute its antitrust action. Reynolds’ limited 
license pertains to the use of the process in the formerly owned and constructed 
Government alumina plant at Hurricane Creek, Ark. 


INTERIOR DEPARTMENT AND RFC STATEMENTS 


Before commenting upon official positions asserted by the Interior and RFC 
commencing February 1952, we must review Monolith’s 1951 effort. The $350,000 
appronriation for the Bureau would substantially place the plant proper in an 
operating condition. Additional funds are required to be invested for the onening 
of ouarries if a sustained commercial production is to succeed. In an effort to 
produce alumina from the Nation’s abundant alumina-bearing materials, Mono- 
lith took the following steps. 

Submitted a hid to the Defense Production Administration to deliver 18,000 
tons of alumina per year if the plant was made available to Monolith. Monolith 
offered to settle its reimbursables against RFC by dedicating the moneys it 
received to the operation of the plant, which would reduce the sums required 
from Government sources. 

The hid and offer were not conditioned upon each other. Monolith had 
believed that it would he considered when contracting for the completion and 
later oneration of the plant. 

Recently, letters and telegrams to the press, Wyoming Building Trades Coun- 
cil and others have divulged the present intent and policy of the Interior De- 
partment. The letters were written by Assistant Secretary of the Interior 
Rohert R. Rose, Jr. These letters are attached. These when read in con- 
junction with a brief filed hy the RFC at the same time in the pending Monolith 
court action reveal the following: 

RFC now claims that the Monolith process is in the publie domain, that the 
value and importance of the Monolith patent is vet to be determined. The RFC 
boldly asserts to the court that the Bureau of Mines is to use the plant to carry 
on “exnerimental production.” 

The RFC's centracts with Monolith acknowledge that Monolith owns the 
process. Snecific War TI licenses for its use are covered by the contracts. The 
process has been and is protected by the patent laws. 
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The Bureau of Mines acknowledges that the technology of the process has 
been demonstrated. There remains only the commercial feasibility to be de- 
termined. This is an economic problem for private enterprise. The Bureau 
asserts it will make “experimental production” runs. Director Forbes states 
the Bureau will make “sustained tests.” The Bureau inadvertently by the 
appropriation bill for fiscal 1952 was given the power to sell the alumina it 
produces. When will Interior determine for itself that it has completed its 
“production runs” or its “sustained runs’? 

Monolith, on behalf of private industry and itself, seriously questions the 
good faith of Assistant Secretary of Interior, Robert R. Rose, Jr.’s statement 
of the Government's policy concerning the Laramie experimental plant. The 
policy is questioned because historically the Bureau of Mines has not, to our 
knowledge, attempted commercial production, experimental or otherwise. The 
most that the Bureau has ever claimed is publication rights upon its experi- 
mental work, when participating with private industry in developing a process 
of a private industry. We believe that in recent years the Bureau has jointly 
participated in such experiments; one example was the cooperative investiga- 
tion of lead smelting; another, wrought iron cooperative experimenting with 
Reading Iron Co. which, we understand, resulted in patents being issued to 
the private industry and the Bureau fulfilling its publication duty. Recently 
the Bureau apparently has been directed to adopt a policy of “circumvention.” 
This evading of the intent and purpose of the patent laws, which we believe 
were enacted to induce private enterprise and not to defeat it, will stifle American 
industry. 

There would be no new precedent established if the Bureau were to contract 
with Monolith to complete the plant and test Monolith’s process. We under- 
stand that the Union Carbide Co. was allowed to carry out experimental work 
(not production) in the Bureau of Mines electrolitic chromium plant. 

One reason why Monolith is so concerned is the fact that the press, for 
example, the Miami Herald of March 5, 1952 (exhibit D), reports that the 
United Nations will receive a protest concerning the presence of Russian snorkel 
submarines in the Caribbean. In addition to the submarine menace, a more 
perilous operating condition exists. 

The bauxite from Dutch and British Guinea moves to the Caribbean down 
three rivers. The boats have a capacity of about 5,000 tons—one boat strate- 
gically sunk in each river would create a bottleneck that might well place this 
Nation’s airplane industry further behind the asserted superiority of the Russians 
in the air, 

We assume the committee recollects our former statements that the South 
American bauxite must move across the Caribbean to the alumina plants situated 
at Baton Rouge, La.; Corpus Christi, Tex.; Mobile, Ala.; and East St. Louis, Tl. 

Assistant Secretary Rose's letter of February 4, 1952, to the editor of a Laramie 
newspaper recites, page 2, that the additional bauxite (from South America) 
required for expansion of production facilities under the Defense Production 
Act of 1950 will increase the importation to about 80 percent. 

The Bureau of Mines’ letters clearly admit that the technology of the process 
has been demonstrated. The Bureau’s letters state that the Bureau personnel 
anticipates obtaining out of $1 million, a 3 months’ production run. An exami- 
nation of pages 2 and 3 of Assistant Secretary Rose’s February 4, 1952, letter 
divulges why the Bureau would, at most, obtain a 3-month production run. The 
letter states: 

“Preliminary runs will be made on each section of the plant (Laramie plant) 
separately, such as the crushing, sintering, leaching, desilication, precipitation, 
and ealcination sections. After the optimum operating conditions have been 
established for each section the entire plant will be operated at full scale. A 
small-seale pilot-plant unit will be operated in conjunction with the larze plant.” 

The Bureau apparently is now going to build another small-scale pilot plant. 
The Monolith Co. did that in 1942 and produced to the satisfaction of this same 
Bureau, the National Academy of Sciences, the War Production Board, and 
everyone else concerned. The Burean observed that oreration, so why not check 
the Bureau’s files for its observations. if the Bureau wrote up its observations. 

What the Nation needs is exactly what Monolith offered. Monolith hid to the 
Defense Production Administration to deliver 18.000 tons ner year, commencing 
18 months from the date Monolith was placed in nossession of the nlant. The 
reason why the Monolith Co. can obligate itself to deliver 18,000 tons per vear is 
because its chemists, metallurgists, geologists, process engineers, and executives 
have many years’ experience and know-how in actual large-scale operations. The 
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Monolith process primarily involves a know-how of sintering in specially designed 
rotary kilns of vast quantities of raw materials. The Monolith companies have 
been producing portland cement in its sintering kilns for many years. We assert 
that if the Bureau’s staff man, who Mr. Rose states in his letters and telegrams 
to the press has been appointed to direct the experiments at Laramie, were asked 
as to the extent of his operating experience, he would reply that he has never had 
any experience in operating a kiln on a commercial basis or directed its operation 
for a private concern. We raise the question of know-how and experience to 
demonstrate that the requirements of today are as they always have been in the 
past—let private industry prove commercial feasibility and let the Government’s 
Research Bureau participate in experimenting with the technology of processes 
that have not been technically demonstrated. 

No one believed in the years 1940 and 1941 that the fact that this Nation is a 
have-not Nation in the alumina field would be the subject matter of hushed, deep 
military concern in 1942. It seems that the Korean police action is a far greater 
warning than the Nation had before Pearl Harbor. What the Nation needs is 
what the Bureau of Mines proposed back in 1947, “the proving of the commercial 
feasibility of the process in time of peace.” 

The Nation should not wait for one of the executive bureaus to expend $1 mil- 
lion experimenting, piecemeal, for another year and then maybe have a commer- 
cial test run for 3 months if the $1 million has not already been spent. What 
Monolith and the country is interested in is the most direct possible path to the 
production of the maximum amount of aluminum from domestic sources, the 
inexhaustible Wyoming anorthosite, the anorthosite at other points throughout 
the country, the South Carolina kaolin clays, and other alumina-bearing 
materials. 

The patent laws of the United States have uniformly been interpreted by its 
judiciary as follows: 

1. Any use (by experimenting or experimental production) of a patented inven- 
tion by the Government is an infringement obligating the Government to pay 
“reasonable” and “entire” compensation as fixed by the Court of Claims; 

2. Mere experimentation upon a patent invention such as the Monolith process 
gives to the experimenter, including the Government, no right as against the 
patentee except possibly a right to an improvement upon a conception and dis- 
covery of the experimenter; and 

3. The improver’s rights upon the improvement are subject to the rights of the 
base patent, here the Monolith patent, and any use of the patent would subject 
the use to the obligation of paying a reasonable royalty, at least. 

The attempted appropriation evidenced by the letters and telegrams of Assist- 
ant Secretary Rose and the assertions of the RFC in its brief, will at most 
result in the attempt to confiscate being frustrated by the court, and will at 
most, result in the Bureau of Mines claiming an improvement upon the Monolith 
rrocess. Mr. Rose’s letter of February 11, 1952, to Joseph Sullivan states that 
the information obtained by the Bureau will be made available to industry 
generally. He fails to state at what royalty rate will the Government require 
industry to pay for the use of the information. 

The budget request should be denied because it would aid an attempted 
confiscation of Monolith’s contract rights, its process, and its patents. It would 
place the Bureau of Mines in a futile attempt to efficiently conduct a manu- 
facturing venture in violation of patent laws as well as all laws of economy. 
Private enterprise should and is willing to make this commercial test at this 
time. There is no reason for another year of futile experimentation by the 
Bureau, which operates upon yearly budgets, not calculated to, nor fitting any 
efficient operation and could add no experience of value. The Bureau of Mines 
never has and never can under its rightful governmental restrictions be made 
a part of a reasonably representative manufacturing operation. The Monolith 
Co., with its operating experience stands ready at its expense to complete the 
job of making alumina from anorthosite and/or clay at the Laramie plant. To 
fit present conditions Monolith offers with any appropriate Government agency 
to make the following changes in the original program : 

1. Monolith offers to produce with its process in the Laramie plant and 
deliver 18,000 tons of alumina or more per year at $100 per ton. Monolith is 
willing to consider and negotiate the reasonableness of the $100 per ton. The 
designed rated capacity of the Laramie experimental pilot plant is 60 tons a 
day or 18,000 tons or more a year for a 300-day year operation. 

2. Monolith is willing to and offers to purchase, upon terms to be fixed, the 
assets of the Laramie plant involved, for a price equaling the average amount 
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of the cost which was reclaimed by RFC from the other plants involved in the 
ulumina-clay experiment. Monolith concedes that this was approximately 14 
percent of original cost and will abide by an arbitration or a court’s determina- 
tion thereof, without appeal, if either rules, upon hearing, that the percentage 
recovery was greater. 

3. Monolith, if the above offers 1 and 2 are accepted, now is willing to and 
offers to make available for Government use without cost or royalty, its patents 
and process in this field. 

4. Monolith is willing to and offers to negotiate any other kind of an arrange- 
ment which substantially carries out the above three items. 


ExuIsit A 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., February 4, 1952. 
Mr. RoBert Cruzen, 
Editor, Laramie Republican-Boomerang, 
Laramie, Wyo. 


My Dear Bor: In reply to your telegram dated February 2, which I received 
upon my return to the office this morning, I am pleased to send on to you for 
public issue the following information. 

I might say, at the outset, that the facts stated hereinafter represent the 
carrying-out of the plans that I outlined to the Laramie Chamber of Commerce 
board of directors and members of the retail merchants division on October 8, 
1951, in Laramie. As I indicated at that time, the Bureau of Mines intends to 
complete the plant by July 1952 and that thereafter the plant will be operated by 
the Bureau of Mines for purposes of proving new processes and technology for 
recovering aluminum from clays, anorthosite, and other aluminous rocks that 
occur in abundance within the United States. Therefore, I herewith outline and 
reiterate for you, the people of Laramie, these plans and the facts concerning 
the Laramie alumina plant. I might say also, that I have already assigned Mr. 
H. W. Sinclair to handle this project for the Bureau of Mines, and he knows of 
my great interest as does the entire Bureau of Mines organization. 

Due principally to the efforts of Senator O’Mahoney, there was appropriated 
in 1952 $347,110 for modification and additions to an experimental plant con- 
structed during World War II at Laramie, Wyo., so that research on the pro- 
duction of aluminia from anorthosite and other low-grade ores may be revived. 
The utilization of these ores became urgent during World War II when bauxite 
imports were threatened by submarine activities in the Caribbean. At that 
time four experimental alumina plants were built with Government funds to 
recover alumina from clays, alunite, and anorthosite rock. There were three 
of the plants which were operated for a short time but the program was dis- 
continued at the end of the war. The fourth plant located at Laramie, Wyo., is 
the only one of the four that was not operated and the only one that has not 
been converted to other uses. The amount already expended on construction of 
these plants is nearly $23 million, but the operations at none of the plants pro- 
gressed far enough to give conclusive information for an economic appraisal of 
nonbauxitie sources of alumina. 

Despite extensive exploration for bauxite in the United States the known 
domestic reserves of bauxite ores are inadequate to support the United States 
aluminum industry. At the beginning of the Korean war about two-thirds of the 
bauxite consumed by the United States was imported chiefly from Surinam. 
The additional bauxite required for expansion of production facilities under the 
Defense Production Act of 1950 will come almost entirely from increased im- 
ports from Surinam and Jamaica, bringing the proportion of imported bauxite to 
about 80 percent. 

This increasing dependence on foreign bauxite will continue as long as bauxite 
remains the sole source of aluminum. The only way of avoiding increased 
dependency on foreign sources is to develop a satisfactory technology for recover- 
ing aluminum from clays, anorthosite and other aluminous rocks that occur in 
abundance within the United States. 

Custody of the Laramie alumina plant was transferred to the Department of 
the Interior by General Services Administration on September 28, 1951, for a 
period of 2 years with a provision for an extension of an additional year if needed. 
A survey of the present status of the Laramie alumina plant has been made by 
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Bureau of Mines engineers. A contract is being entered into with the architect- 
engineer, who performed most of the original design work for the Laramie plant, 
for engineering and consulting services related to the completion of construction 
of the plant and preparation for its operation. Detailed cost estimates and de- 
signs for the crushing plant and a small pilot plant have been prepared and an 
itemized estimate of rehabilitation costs is being made. Instructions are being 
prepared for guidance of operators in starting and operating each section of the 
plant. Work remaining to be done during the spring months includes erection 
of the crushing plant, installation of pumping and water purification equipment, 
rehabilitation of installed equipment and minor equipment changes necessary for 
operating the plant by the lime-sinter process. Present plans call for the plant 
to be placed in operating condition on about July 1, 1952. 

The appropriation of $347,110 in 1952 was specifically authorized for comple- 
tion of the Laramie alumina plant. The conference report on this appropriation 
stated that experimental operations will not be financed from this appropriation. 
Consequently, the Bureau of Mines cannot begin recruiting personnel or conduct 
preliminary research on operation of this plant until operating funds are ap- 
propriated. 

The Bureau of Mines now propses to operate the Laramie aluminum plant 
on an experimental basis to demonstrate the feasibility of producing metal- 
lurgical alumina from anorthosite rock and clays. An appropriation of $1,000,- 
000 is requested for this project in fiscal year 1953, beginning July 1, 1952. This 
is the estimated cost of bringing the plant to capacity production and operating 
at full scale for 3 months to provide complete and accurate information on the 
technology and cost of producing alumina by the lime-sinter process from low- 
grade aluminous ores, suitability of the resultant alumina for production of 
aluminum and the value of the reside for the production of portland cement. 
Preliminary runs will be made on each section of the plant separately, such 
as the crushing, sintering, leaching, desilication, precipitation, and calcination 
sections. After the optimum operating conditions have been established for 
each section the entire plant will be operated at full scale. A small-scale pilot 
unit will be operated in conjunction with the large plant. Operating difficulties 
that are encountered in the large plant will be investigated in the small-scale 
Pilot plant. Tests during 1953 will be conducted on anorthosite rock. After 
completion of work on anorthosite additional tests will be made on clays and 
other nonbauxitic ores. 

I am hopeful that this information will answer your questions and will re- 
assure the community that we are actively working en this matter and are alto- 
gether hopeful that we will begin operations on schedule. 

Your wire indicated that you would like some information concerning latest 
developments with regard to the sponge iron plant, and I would like to say 
to you that a statement with régard to the Laramie sponge iron plant will be 
sent from my office to you tomorrow. I can say to you for your information 
and for general information that we are actively working on methods for further 
utilizing the sponge iron facilities and I will detail this information to you in a 
subsequent letter. 

I am hopeful that the information enclosed herein on the Laramie alumina 
plant serves the purposes desired. 

Sincerely, 
Rosert R. Rose, Jr., 
Assistant Secretary. 


ExHIsItT B 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE ASSISTANT SECRETARY, 
Washington 25, D. C., February 11, 1952. 
Mr. W. J. WALTER, 
State President, 
Wyoming Building Prades Council, 
Laramie, Wyo. 


My Drar Mr. WALTER: Please find two attachments; one, my letter to Robert 
Cruzen. dated February 4, on the subject of Laramie alumina, and two, my letter 
dated this day to him concerning the same subject. 

I reiterate to you and to all who are interested that the Secretary of the Inter- 
ior, Senator O’Mahoney and I are all as interested in the success of this venture 
as you are in labor in Wyoming—as are the people in the city of Laramie. 





INTERIOR DEPARTMENT APPROPRIATIONS, 1953 1275 


I outlined to the people of the community the plans for completion of the plant 
and the operation by the Bureau of Mines of the plant in my talk to representa- 
tive-members of the Chamber of Commerce and others on October 9, 1951, and I 
assure you that the plans are to complete the plant by the end of the fiscal year, 
June 30, 1952. And, it is our further intention to operate the plant in order that 
a process may be proven which will be of lasting import to the industry of the 
Nation as well as to Laramie. 

I urge your complete and total cooperation. 

Sincerely yours, 
Rovert R. Ross, Jr., 
Assistant Secretary, 


Exuipit C 


Denver, Coto. March 26, 1952. 
ROBERT CRUZEN, 
Editor, Republican Boomerang, Laramie, Wyo.: 


Reurtel March 26: Cannot speak for congressional delegation; but am 
happy to reiterate policy of the Department of Interior in re Laramie alumina 
plant. 

Salient facts to remember is that up to fiscal 1952 Congress had appropriated 
approximately $4 million for Laramie alumina plant for purposes of proving here- 
tofore unproven process to determine feasibility of producing alumina on a com- 
mercial basis from low-grade anorthosite rock and low-grade clays. In addition 
$350,000 was appropriated in fiscal year 1952 for completion of plant for this pur- 
pose. These moneys having been obtained through the efforts of Senator 
O’ Mahoney ; $1 million has been asked by Bureau of Mines for operating the plant 
during fiscal year 1953 and the House Committee on Interior Appropriations has 
only last Friday, March 21, 1952, approved this item. Once the process indicated 
is proven, as we think it will be, the methods and process will be made available 
to all industry thereby providing the United States with a much needed new 
source of alumina other than bauxite which material is in short supply and our 
only domestic source at the present time. 

If the process is successful, the consequences will be to develop a substantial 
new industry based on the utilization of anorthosite and like commodities millions 
and millions of tons of which are to be found near Laramie—the immediate and 
long-term objective of the Government is identical with the city of Laramie and 
State of Wyoming in this respect. Negotiations are being carried on for the com- 
pletion of the plant. Equipment is being moved in for plant completion and we 
are on schedule at the present time and expect Laramie alumina to be completely 
about July 1, so that operation may be entered into this coming fiscal year. 

I have outlined our plans for operation to you in my letter of February 4, 1952, 
and in a letter to Mr. Joseph Sullivan dated February 11, 1952, copy of which was 
sent to you. As I reread these documents I find them accurate as to policy and 
program and urge you reiterate statements therein. Important you emphasize 
that while technology involved has been demonstrated the process has not yet 
been proven as commercially feasible. This we are seeking to do. Until it is ac- 
complished, this plant cannot be thought of interms of relieving nation’s critical 
alumina situation. Until this has been determined one way or the other, plant 
must remain under technical supervision of experts within the Bureau of Mines. 
I have assigned Mr. H. W. St. Clair to Laramie for purposes of completing con- 
struction and recruiting technical experts for operation. He will receive com- 
plete cooperation from the director of the Bureau and my office in these efforts. 
We have an obligation to the Congress and the people of this country which I 
insist is identical with the hopes of the city of Laramie to carry out this experi- 
ment according to the dictates of the Congress and for the purpose I have out- 
lined—with the anorthosite so strategically located and with the coal for power 
in such close proximity, Laramie stands in a uniquely enviable position with 
strong possibility that an entirely new major industry may be permanently 
located there. The smooth uninterrupted opportunity for competent scientists 
to prove this process is the factor in which, in my opinion, all citizens of Laramie 
and the west should be now most interested. You may rest assured that my 
office is giving daily consideration to completion and ultimate operation of Lara- 
mie alumina. 

RosertT R. Rose, Jr., 
Assistant Secretary of the Interior. 
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Exuisit D 
{From Miami Herald, March 5, 1952] 


U. N. To Get Prorest on “Russian” Suns 


CrupAp Trusgi~tLo, Dominican Republic.—The Dominican Republic's Secre- 
tary of War said Tuesday his country will complain to the United Nations 
Security Council that Russian submarines have violated Dominican territorial 
waters. 

Gen. Hector Trujillo Molina said the move in the United Nations will be made 
“after conclusion of the official investigation into the presence of the (Russian) 
submarines in Dominican territorial waters without prior permission.” 

The Dominican Government announced Monday that five Russian submarines 
had been sighted in Dominican waters and at a point 80 miles from Mayaguez, 
Pah 

The subs caused “alarm and restlessness,’ 
jillo said. 

In Washington, the United States Navy changed its earlier attitude whicn 
discounted the story and announced that Rear Adm. Marshall R. Grier, com- 
mander of the Caribbean Sea Frontier, has been asked to investigate and 
report. F 

The mysterious submarines were reported around Samana Bay on the north- 
east rim of the Dominican Republic. 

The United States Atlantic Fleet is conducting an exercise in Caribbean 
waters and there were suggestions that a recent Navy announcement of tests on 
a new type of “killer submarine” might hold the key to the identity of the sub- 
marines reported sighted. 

But Trujillo said investigation proved definitely that the submarines were 
Russian because only Russian submarines use a certain type of light. 

Trujillo, who heads his country’s Departments of War, Navy, and Aviation, 
said Russia would be charged with “a flagrant violation of the sovereignty of 
my country” and “violation of elemental standards in international law.” 


in the Dominican Republic, Tru- 


OPERATION OF LARAMIE PLANT 


Mr. Russexx. I have with me Mr. Hugh McBride, Monolith’s oxide 
manager, and Mr. Duncan Williams, our chief research and produc- 
tion engineer. 

They have very brief statements to make. They and I welcome 
the opportunity to answer any questions. 

In conclusion, we urge that you reject the Bureau’s request for 
an appropriation of $1,000,000 as wasteful. Should the appropriation 
stand, all hope of this country having ready a process to provide a 
domestic source of aluminum must be abandoned. 

Three test plants built in the last war have been destroyed. The 
Laramie plant, the only surviving plant, will be rendered useless in 
the critical time ahead. 

Senator Hayven. The justification which appears in our record is: 

Operation of Laramie Alumina plant—$1 million. 

Bureau of Mines proposes to operate the Laramie Alumina plant on an 
experimental basis for 2 to 3 years to demonstrate the feasibility of produc- 
ing metallurgical alumina from anorthosite and clays. An appropriation of 
$350,000 was requested and obtained during fiscal year 1952 for completing 
this plant. We are now requesting that $1 million be appropriated for this 
project for 1953. This is the estimated cost of bringing the plant to capacity 
production and operating at full scale for 3 months, assuming no credit is 
taken for the value of the alumina produced. 

What I would like to inquire about is how much it is going to 
cost you to put out this aluminum. 
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Mr. Russew. Just as our statement says, Senator, we would take 
that plant over and begin operations as fast as a crew could be 
assembled and the plant could be turned over. 

We would estimate that we would probably be in production in 
approximately 90 days. If we did not produce alumina, the Gov- 
ernment wield not be putting out a nickel. If we did, we would 
produce, from the outset. The Bureau’s program calls for only « 
3-month production, we would at least get 8 months’ production to 
the Government at a lesser figure than their 3 months with credit 
allowed for what they would produce. 

Senator Haypen. What would you get out as a byproduct ? 

Mr. Russetxt. The byproduct is something that has to be deter- 
mined. We have made a proposition to the Defense Production 
Administration on the basis of $100 per ton for what we produce. 

We are not absolutely confirmed to $100, but we had to give an 
estimated figure as to the cost of our production, which we did. 
But that figure is not final. 

If the Defense Production Administration would prefer some 
other arrangement, such as cost plus, or something similar, of that 
nature, we would be very happy to enter into that kind of ar- 
rangement with them. 

Senator Haypen. But there is a demand for cement, is there not ? 

Mr. Russetu. We are producing cement at the present time, surely, 
Senator. 

Senator Haypen. My understanding from previous testimony was 
that you have two things here. One is aluminum and the other 
product, out of the material that is quarried and worked over, is a 
residue that is suitable for making cement. 

Mr. Russets. That is true. There is certain sweetening that has 
to be done to that. Basically, it is cementitious material. It has to 
be brought up to proper proportions, and it has to come through the 
plant, Senator, not containing certain impurities and other things 
that would render it unsuitable for cement. 

We can do that job. 

Senator Haypen. What I am trying to get at is that the experiment 
was conducted to the point where you now are satisfied you have a 
practical process. 

Mr. Russetu. Definitely. 

This is a productive unit out there, Senator. It is not a test unit. 

In other words, if you wanted to make 10 times as much aluminum 
oxide as this plant’s capacity calls for, all you would have to do would 
be to increase your unit production by so many units. 

Senator Haypen. I understood you to say that you had a patented 
process whereby you could take the material that was excess to the 
alumina and use it for making cement; is that right? 

Mr. Russeti. That is right. That material goes as a credit against 
the alumina production. That is the economic feature of our process, 
Senator, that none of the other processes have. 

The other processes threw away this reject and there was no usage 
for it. We have a usage for it, and this is the economic factor that 
makes this particular roe feasible where the others failed. 

Senator Hayven. All right, you may proceed, sir. 
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STATEMENT OF D. R. WILLIAMS, ASSISTANT SUPERINTENDENT, 
MONOLITH PORTLAND MIDWEST CO. 


LARAMIE ALUMINA PLANT, WYOMING 


Mr. Winuiams. My name is Duncan R. Williams and I am assistant 
superintendent and chief research and production engineer for the 
Monolith Portland Midwest Co. at Laramie, Wyo. 

In my work with Monolith I have been active in the development of 
the process for alumina extraction. Back in 19387 we began work 
to eliminate alumina from our raw materials in order to make a better 
cement product. 

In 1941, as a war measure, we made alumina a matter of major con- 
cern and developed the process which will provide domestic sources 
of alumina at prices competitive with imported materials. 

These domestic sources of alumina would be independent of contro} 
of the three large aluminum companies. 

When we had our research successfully on the road to completion, 
Monolith instructed me to explain our process to various Government 
agencies including the Bureau of Mines and the National Academy 
of Sciences, whose subcommittee included research directors of the 
established companies in the aluminum industry. 

Our process is basically a sintering process with which the cement 
industry is familiar. The aluminum industry had not then and has 
not yet to my knowledge produced alumina by sintering the raw ma- 
terials. 

Francis C. Frary, director of research for the Aluminum Corp. 
of America, criticized the process and we have met general opposition 
from the major units of the aluminum industry who control foreign 
sources of supply and the processes for handling the foreign materials. 

However, after careful study the Gover nment war agencies, staffed 
by competent and impartial engineers, concluded that our process was 
technically feasible and as a result the Defense Plant Cor poration was 
directed to enter into a contract to have Monolith build the Laramie 
plant and operate it on a semicommercial scale to prove out the 
economics of the processs. 

The Bureau of Mines at that time was enthusiastic and hailed our 
process as the one that it had been waiting for. 

Now, however, the Bureau of Mines would scrap all of our work 
which it has found technically sound, and it proposes to use the 
Laramie plant, not for its designed purpose, but as a sort of ex- 
aggerated laboratory. 

“It would spend Government money to check on commercial size 
units, the work that should be done in small test plants, and it would 
spend practically all of its appropriation and the better part of a year 
in such experimentation.’ This, despite the fact that the Laramie 
plant, when completed, is immediately ready for producing aluminum 
oxide in commercial quantities. 

I have examined with care the published statements of the Depart- 
ment of the Interior concerning what it proposes to do with the plant. 
While it intimates that the plant will be used to test the process for 
which it was designed, the work program belies any serious com- 
mercial testing of the basic process. 
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While the equipment is designed for a lime-soda-sintering process, 
the Department says that it will direct its attention to a lime-sintering 
process and other raw materials besides anorthosite. 

Based upon my 25 years’ experience in the sintering of enormous 
quantities of raw materials, I am convinced that little that is not 


already known can be developed by the Department’s program. 
COMMERCIAL UTILIZATION QUESTIONED 


The Laramie plant is not designed for a successful lime-sintering 
process; its kilns are adapted to the soda-bearing materials of 
Wyoming. 

Materials for lime sintering would have to be imported from such 
States as South Carolina. In any event, the proposed research pro- 
gram deliberately falls short of a commercial test. 

Even with the expenditure of a million dollars, the Department 
will not come forth with any showing that alumina can be com- 
mercially produced from domestic sources. 

The economics of a process to produce aluminum from Wyoming- 
type materials requires that byproducts carry a substantial part of 
the cost. It is therefore essential, from an economic standpoint, that 
the alumina-process work be tied in with the manufacture of cement, 
which provides a market for the byproducts. 

Because of this, any significant contribution to be expected from 
the Laramie plant would require that the operations be conducted 
along the lines advocated by Monolith. 

The Bureau of Mines’ present plan of complete disassociation of the 
alumina plant from the adjoining Monolith cement plant cannot pos- 
sibly be productive of anything but incomplete and possibly mislead- 
ing results. 

Senator Haypen. I have a statement here and I would like to make 
an inquiry about it. 

I would like to read this paragraph to you— 

The Laramie plant in its present form was not planned as a commercial 
operation— 

I understood you to say that it was so planned. 

Mr. Russe.u. Definitely planned. 

Senator Haypen. It continues: 

The purpose of this plant was to develop the technology, not only for production 


of metallurgical alumina but also a byproduct that could be used in manufacture 
of cement, and to obtain cost data for translation of this demonstration: unit 


to a commercial-seale plant. 

I understood you to say that it was a commercial-scale plant now. 

Mr. Russevx. In our opinion it is definitely of a commercial scope. 

Senator Haypen. What is the difference between “scope” and 
‘scale” ? 

Mr. Russetx. Scale, then, Senator. 

I think probably what that paragraph has reference to is the fact 
that the production will be so small that, on the over-all national 
production, it does not have a tremendous bearing, or even a big 
bearing, because the production of that plant is unquestionably small 
compared to the national production. 


. 


98400—52 81 
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But, as I stated before, the plant is designed with commercial 
units and, to make it of any size that you want it, it merely requires 
more of the same thing. 

Senator Haypen. The paragraph continues: 

It is to be operated on an experimental basis to investigate the technology, 
equipment, economies, and product purities and uses, and on a larger scale than 
has been possible in previous investigations. Since the plant has never been 
operated on a full-capacity basis there is no conclusive evidence that the con- 
templated technology or installed equipment represents the ultimate in full-scale 
plant design. 

What do you have to say about that? . 

Mr. Russetu. Definitely the design is the best that our engineers 
could evolve. They designed the plant in the first place and formu- 
lated the pattern from its inception. In the process they built it up 
through many years of effort, through laboratory and _ pilot-plant 
work. There is no question in our minds but that the plant 1s designed 
properly. 

Senator Haypren. Then they go on and say: 

Past experience of other similar alumina-demonstration plants has shown that 
numerous revisions in technique and practice may be expected during initial 
periods of “shakedown” operation. 

Mr. Russett. I think, Senator, that even that plant out there can 
be expected to have a “bug” or two in it. 

In other words, you go down and buy an automobile and you still 

» you g 
get a 3 months’ guaranty with it. I would not say that this is going 
to be perfect, either. I would say that it is perfect with allowable 
limits of adjustments that might be necessary. 

Senator Haypen. Does the other gentleman have a statement ? 

Mr. Russetu. Yes, sir. 


STATEMENT OF H. D. McBRIDE, MANAGER, OXIDE DIVISION, 
MONOLITH PORTLAND MIDWEST CO. 


LARAMIE ALUMINA PLANT, WYOMING 


Mr. McBrivr. My name is H. D. McBride, manager of the oxide 
division of the Monolith Co. The importance of the necessity of elim- 
inating this Nation’s dependence upon the eee of bauxite is 


stated in a report dated March 13, 1951, by the House Judiciary Com- 
mittee on its study of aluminum monopoly. The report states: 

During the last war several proposals were presented by independent com- 
panies for the development of processes to utilize domestic raw materials. These 
were encouraged hy the Government due to the terrific toll in bauxite shipments 
by submarine warfare but not without strong opposition from the leaders of the 
industry. 

The same condition exists today. The Assistant Secretary of In- 
terior has publicly stated that the present defense program for alumi- 
num is 80 percent dependent upon bauxite importation. I know that 
the imports from South American could be cut off indefinitely by the 
sinking of one boat, my in each of the three rivers used to transport 
bauxite from the inland deposits to the South American coast. 

The last page of our statement is a report establishing the present 
existence of Russian submarines in the Caribbean. Bauxite imports 
from South America must move across the Caribbean. 
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This same problem was so serious during War II that the ter- 
rific loss of bauxite-laden boats was concealed from the public. 


PILOT PLANT 


In 1943 Monolith contracted with Defense Plant Corporation to 
construct the Laramie pilot plant to test its patented process. 

When the plant was nearing completion, RFC gave notice stopping 
the work and ever since then we have been thwarted in every attempt 
to test the process. 

It is acknowledged in the 1951 House committee hearings on mo- 
nopoly power that new processes and new resources have been con- 
sistently opposed by established interests. 

In one instance, I. W. Wilson, president of Alcoa, admitted that 
he was chairman of a committee that decided to cannibalize the Har- 
leyville, S. C., alumina pilot plant. 


OFFER TO PURCHASE 


Our detailed statement concludes with a renewal of an offer to pur- 
chase the Laramie pilot plant to produce alumina therein. This offer 
and many other proposals have been made to the RFC and other 
agencies that might have an interest in the solution of this national 

eril. 

Since RFC’s 1946 stop order, these efforts of Monolith have been 
blocked. 

Senator Haypen. How much would you pay for it? 

Mr. McBrive. We have offered to pay the average realization ob- 
tained from the other two or three experimental alumnia plants which 
have been liquidated by the Government, Senator. That, we think 
would be a fair figure. 

Senator Haypen. How far away is the Alumina plant from your 
cement plant ? 

Mr. Russetx. It is on Monolith property. 

Senator Haypen. How far apart? 

Mr. Russe.u. They are a block or two apart and connected by an 
expensive 1,400-foot conveyor belt erected to transport the crushed raw 
materials from the cement plant’s crushers, and by a pipeline to trans- 
port the byproduct residue back to the cement plant. Incidentally, 
Senator, the Bureau of Mines is planning to take down and remove the 
belt conveyor. Why, we do not know. 

Mr. McBrive. In that connection, Senator, if I may add, the Bureau 
of Mines is installing independent crushers which, together with their 
removing the conveyor belt, will emasculate the economic testing of 
the process. Furthermore, this is an unnecessary expenditure by the 
Bureau of Mines costing upwards of $100,000 which is entirely un- 
warranted and is another example of wasteful expenditure of public 
funds. Monolith has in writing offered to perform the crushing oper- 
ation for the Bureau of Mines which offer has never been acknowledged. 
The initial offer was for a specific amount and later amended to in 
effect permit the Bureau of Mines to “write their own ticket.” 

In our years of support of the Bureau of Mines, we had no idea 
it could ever be prevailed upon to emasculate our process by aban- 
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doning its important commercial aspects, especially after Secretary 
C hapman said, upon Senator O’Mahoney’s inquiry before the Interior 
and Insular Affairs Committee in 1951, the process is a success tech- 
nically and is ready to be commercially tested, and that he, Chapman, 
was in favor of private enterprise doing it. 

The Defense Production Act of 1950 was passed by Congress to 
permit industry to gear for war on its own rather than to vest Gov- 
ernment agencies with the power to build and operate plants at 
Government expense, such as was done by DPC during the last war. 

Congress was most anxious to leave the job to private industry and 
the situation at Laramie is analogous. 

We believe that our suggestions upon the most advisable method 
of proceeding to make this Nation a “have” nation in aluminum raw 
materials should receive serious consideration. 

Senator Haypen. Thank you for your statements, gentlemen. 

I have a letter from Mr. Victor Boehl, president, Grant’s Pass 
Irrigation District, addressed to Senator Cordon. -The letter relates 
to a statement made by Mr. Lineweaver which appears on page 711 
of the hearing. This letter will be inserted in the record. 

(The letter referred to follows:) 

GRANTS Pass IRRIGATION District, 
Grants Pass, Oreg., May 9, 1952. 


Hon. Guy CoRpDON, 
United States Senate, Washington, D. C. 

Dear SENATOR CorDON: Regarding Grants Pass irrigation district project for 
rehabilitation of Savage Rapids Dam, I have been advised by the Salem office 
of the Bureau of Reclamation that the cost estimate for installation of fish 
screens has been reduced to $156,000. This reduces the nonreimbursable item 
by $51,000, and could be helpful in obtaining congressional approval. The reduc- 
tion was made possible by a change in the specifications of the Oregon Game 
Commission. 

Yours very truly, | 
GRANTS PAss IRRIGATION DISTRICT. 
VicTeR BoEHL, President. 

By C. K. M. 


The committee will stand in recess until 10 o’clock tomorrow morn- 
ing. 

(Thereupon, at 4:35 p. m., Tuesday, May 13, 1952, the hearing re- 
cessed, to reconvene at 10 a. m., W ednesday, May 14, 1952). 





